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Preserving the Incentive Value of Stock Options 


Some companies have had the experience of granting their 
key executives stock options that were never exercised—be- 
cause in a declining market no profit could be realized by 


| buying the stock at the price specified in the option. 


This is not only disadvantageous to the individual em- 
ployee who has been granted the option but also to the com- 
pany. For, obviously, the option that fails to “pay off” 
i _ cannot motivate the executive to turn in a top performance, 
nor can it attract or hold these important men. 

’ However, there are ways to write or amend an executive 
stock option plan which are designed to avoid this pitfall. 
Two methods are provided for in the tax laws that make up 
the Internal Revenue Code. Possibly not so well known is a 
third method—the new-grant approach—that some com- 
panies are using today in order to take advantage of “flexible 
pricing.” 

In the article starting on the next page, these three 
methods of flexible pricing of executive stock options are 
described in detail. And examples of how several companies 
handle option plans are given. 

® @ rs 


Executive Disability Programs 


_ As the strains of modern corporate life multiply, executive 
disability programs are becoming increasingly important 
fringe benefits. The basic question is the extent to which a 
manager can look forward to continued income during dis- 
ability. 

Unfortunately, most companies can give no precise answer 
to this question, preferring to treat each disability case on its 
own merits. However, some degree of program formalization, 
especially for minimum benefits, is necessary. Therefore, such 
problems arise as: How should the program be financed? 
Who is to be covered? How should total and permanent dis- 
ability be treated? 

The article on page 10 considers the answers of forty com- 
panies to these and other vital questions of disability income 
practice. It also discusses company programs to help defray 
medical cosis. 
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College Recruitment in 1959 


For the sixth consecutive year, THe ConFrERENCE Boarp is 
privileged to report the results of Dr. Frank S. Endicott’s 
survey on college recruitment. Few will be surprised that 
everything indicates 1959 will be a better year for the grad- 
uate than 1958—both in terms of the number of graduates to 
be recruited and the salaries to be paid. 


However, not all companies are happy about the salaries 
being offered. In fact, starting salaries have been termed 
“absolutely fantastic” by some management people. Nor are 
the reasons for this lack of enthusiasm difficult to under- 
stand. According to Dr. Endicott’s survey, some young men 
who have worked for a company for five years are often not 
making much, if any, more than the ’59 recruit will be offered. 
This, of course, presents a problem in internal salary align- 
ment that is of concern to management. And perhaps it is 
significant that, despite the trend toward higher starting 
salaries, a few companies are cutting their offerings and many 
others are holding the line. 

“College Recruitment in 1959” starts on page 6. 


t) ® @ 
Compensating Supervisors on Jury Duty 


A growing sense of civic responsibility has been cited as 
the most important reason why companies pay their em- 
ployees while they serve as jurors. But whatever the moti- 
vation, THe Conrerence Boarp learned in 1957 that most 
of the companies it surveyed paid their rank and file em- 
ployees while on jury duty. To round out the picture, the 
Board recently surveyed 363 companies to determine their 
compensation practices regarding supervisory employees who 
are called for jury duty. 

The article starting on page 14 reports on these companies’ 
practices, including how supervisors on jury duty are paid, 
the conditions of payment, time limits, and deferments. Also, 
paid time off for rank and file employees on jury duty is 
compared to that for the supervisory group. 


@ ® ® 
Rest of the Record 


The Hercules Powder Company recognizes the importance 
of making sure that all employees understand what the com- 
pany’s medical service provides, as well as what it cannot do. 
To communicate this information to employees, management 
felt that a written policy statement was not sufficient; rather 
an interpretation in simple language was needed. The short 
article starting on page 18 gives the text of Hercules’ 
brochure, entitled “How the Hercules Medical Department 
Can Help You to Keep Healthy.” 

Labor Press Highlights this month takes “A Look at Labor 
Education.” The educational director of the AFL-CIO’s In- 
dustrial Union Department asks some searching questions, 
and then suggests the steps that unions need to take in the 
field of labor education. 

Last but not least, the reader will find the “Management 
Record Index for 1958” on the last four pages of the issue. 


Preserving the Incentive Value of Stock Options 


This article describes three ways an option plan may be written or amended so that 


the optionee has the benefit of ‘flexible pricing’ in case the market declines 


URING a period of declining security prices, 
executives holding “fixed” price options are con- 
fronted with the stark realization that the timing of 
their grants is either too late or too early; they cannot 
profit from the exercise of their options. This in turn 
poses a problem for the company. Since stock options 
are designed to provide an important means of at- 
tracting and holding key executives, as well as moti- 
vating them to turn in a top performance, when 
options fail to “pay off,” they obviously have lost their 
value to the company as well as the individual. 

However, based on the many proxy statements com- 
ing to the attention of Tur ConrereNce Boarp during 
1958, there is no lessening of interest in stock options 
as a form of executive compensation, despite the pre- 
vious bear market. Several proxies contain proposals 
for a second plan, while others are soliciting for a first 
plan. However, there does seem to be a greater appre- 
ciation of the advantages of “flexible pricing” of 
options. And here a company has at least three alterna- 
tives to choose from when it writes or amends its stock 
option plan—(1) the variable price method; (2) price 
reduction or modification; and (3) the new-grant 
approach. 

The first two of these methods are provided for in 
the tax laws that comprise the Internal Revenue Code. 
The intent of these tax laws regarding “restricted” 
stock options is to give favored treatment to those ex- 
ecutive employees who receive options and are in a 
position to contribute to enhancing the value of com- 
pany stock. The original tax law, enacted as Section 
130A of the Internal Revenue Act of 1950, has a degree 
of built-in elasticity governing stock prices in option 
agreements between the company and executives. And 
Section 421 of the Internal Revenue Act of 1954 pro- 
vides still greater latitude in pricing stock. It allows 
for a downward adjustment of stock prices in out- 
standing options that helps materially in preserving 
the incentive value of “restricted” stock options when 
security prices are in a period of decline. 


VARIABLE STOCK PRICE METHOD 


In the light of the protracted period of depressed 
security prices before the start of the present bull 
market, the use of the variable stock price may prove 
beneficial. 

_This method of pricing stocks can be a motivating 


force to get executives to exercise their options even 
though the market price slips to levels lower than those } 
prevailing on the date of grants. Variable pricing of | 
stock is based on a formula keyed to the fair market | 
value of future dates. The formula permits stating the | 
fair market value as: 


1. The price of stock on any date of a six-month | 
period including the date on which the option is | 
exercised, or 


2. The average price of the stock over a six- 
month period, or any shorter period within such 
six months. 


Despite this flexibility, there are some disadvant- ; 
ages. For example, it is possible for optionees to pay a } 
price for stock at the time of exercise that is higher | 
than the price prevailing on the date of grants. And } 
secondly, the net gain from the sale of stock can be | 
less, due to the tax treatment accorded to profit taking. | 
Stock option agreements providing for variable prices | 
at 85%-95% of fair market value require optionees jf 
to pay ordinary tax rates on that portion of the gain | 
from a sale that is the lesser of: 


1. Excess of fair market value on date of sale over |f 
the price paid at the time of purchase, or 1 


Stock Prices and the Code 


Executives can realize potential tax benefits under 
Section 421 only if their option agreements meet all 
code requirements. 

Regarding stock prices, the code requires that they 
be keyed to the fair market value of a given date or to 
the average fair market value over a stated period of 
time. Prior to the 1954 code, stock options qualified as 
“restricted” if the prices were set at not less than 85% 
of the fair market value prevailing on the date of the 
grant. Now, prices can be set either at not less than 
85% of the fair market value prevailing on the date of 
grant, or at not less than 85% of the fair market value 
or average fair market value prevailing on dates sub- 
sequent to the grant. Also, executives holding more 
than 10% of the company’s total outstanding stock 
are now eligible for option grants. This was not the 
case under Section 130A. However, option grants to 
these “large” stockholders are priced at not less than 
110% of the fair market value as outlined above. 
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2. Excess of fair market value on date of grant 
over the option price as if the option were exercised 
on the date of grant. The difference is subject to the 
lower capital gains tax rate. 


Following are examples illustrating how variable 
stock prices affect options in a high and low market 
and the tax consequences on gains from the subsequent 
sale of stock. 


Example A: An executive is given an option to buy 
10,000 shares at 90% of the fair market value pre- 
vailing on any date within six months of the date of 
exercise. The agreement specifies the option may be 
exercised in whole or in part at any time beginning 
one year following the grant. The fair market value 
on the date of grant is $30. Sixteen months after re- 
ceiving the grant, the optionee exercises the option 
in part, buying 5,000 shares for $225,000 (90% of 
the fair market value of $50 — two-thirds higher than 
the fair market value prevailing on the date of grant). 
After holding the stock for nine months, the optionee 
sells all 5,000 shares for $400,000, or $80 per share. 
The accounting for the transaction follows: 


Meee cata etre ra salle yes ee n6 ilo claselacdovecdatewossnec olden otoevoce $175,000 
(1) Value at time of sale..........000000000000. $400,000 
Price paid when purchased................ $225,000 
FEIT ach) Road $175,000 
(2) Value on date of grant.......0.00......06. $150,000 
Price on date of grant.........0.....c0008 $135,000 
(GRENITE asses fete ee oe Saree ne ne $ 15,000 
Subject to ordinary tax rates.......0.0....00.0008 $ 15,000 
Subject to capital gains tax rate............000.0. $160,000 


Example B: An executive receives an option for 
4,000 shares at 95% of the average fair market value 
equal to the highs and lows prevailing for the four 
consecutive months immediately preceding the date 
of exercise. The agreement limits exercising the option 
to not more than 25% per year beginning after the 
first anniversary of the grant. The fair market value 
on the date of the grant is $60. Twenty-eight months 
after that, the optionee exercises his option to buy 
2,000 shares for $76,000 (95% of $40, representing the 
four-month average — one-third less than the fair 
market value prevailing on the date of grant). One 
year later, the optionee disposes of half of his acquisi- 
tion — 1,000 shares —for $70,000 or $70 per share. 
The accounting for the transaction follows: 


LEST TERELED CEES cS ee $ 32,000 
(1) Value at time of sale ........:.....000000000.. $70,000 
Price paid when purchased.................. $38,000 
(COOTER crochet ocean $32,000 
(2) Value on date of grant........0.0.0.0..0000. $60,000 
Price on date of grant.................:0000: $57,000 
CSROTUD, 4oc.scngece ce See 8 3,000 
Subject to ordinary tax rates .........0..0cccc $ 3,000 
Subject to capital gains tax rate........000..000..... $ 29,000 
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It is obvious in the first example that an option 
agreement containing a variable price clause can re- 
duce substantially potential gain from each share of 
stock sold. However, counteracting such “losses” is 
the prospect of the greater gain per share noted in the 
second example. But, whatever advantage variable 
pricing has to offer, no reference is made to the use of 
this provision in any plan among the hundreds that 
have come to the attention of Taz Conrerence Boarp 
since 1954. 


MODIFICATION METHOD 


This apparent disregard of variable pricing may be 
due to the modification provision in Section 421 of the 
1954 Code, which makes possible the reduction of 
prices, under certain conditions, in outstanding option 
agreements. In its examination of proxy statements 
during 1958, the Board observed that many contained 
proposals for a variety of amendments to existing 
plans. And several companies included the proposal 
for modification of stock prices. 

The special rule applies if the monthly average 
(computed as the sum of the lowest and highest selling 
prices during each month of twelve consecutive months 
divided by twenty-four) immediately preceding the 
date of the modification is less than 80% of the fair 
market value on the date of grant. The rule was 
adopted because the test for determining whether an 
option qualifies as “restricted” weakens the incentive 
to buy stock when the market prices are substantially 
less than those specified in outstanding option agree- 
ments. However, the twelve-month requirement puts 
a damper on possible attempts to reissue options 
primarily as a device for taking advantage of a tem- 
porary decline in prices.” 

In reissuing an option, the original fair market value 
is disregarded as far as determining if the plan quali- 
fies as “restricted.” However, such reissuance is looked 
upon as a new option, subject to a new two-year and 
six-month holding period.2 There is no problem in 
modifying option prices in the cases of companies listed 
on a stock exchange. The monthly high and low quoted 
prices are used for computing the twelve-month aver- 
age. Following is a tabulation of the monthly price 
ranges of a hypothetical stock, together with the 
twelve-month average and the fair market value on 
the date of grant: 


Month Low High 
Mar., 1957 6614 72, 
April 6312 7014 
May 5756 6944 
June 554% 6814, 
July 5734 62% 


+United States Senate Report 1622, 83rd Congress, Second Ses- 
sion, p. 296. 

* Op. cit. p. 61. 

’ The optionee may not sell stock within two years from the date 
of grant, nor within six months from the date of purchasing stock. 


Month Low High 
Aug. 5614 6114 
Sept. 5214 583% 
Oct. 5014 5634 
Nov. 513% 577% 
Dec. M615 5414, 
Jan., 1958 441g 55% 
Feb. 40Ye 48 
Totals 64144 73434, 
Average price for 12 months................ er pantee $57.33 
Price) onidatesvob pranbers un cesar an art $71.66 


Using the above tabulation, outstanding option 
agreements dated prior to March, 1957 and specifying 
prices exceeding the fair market value of $71.66 ($57.33 
divided by 80%) could have been modified during 
March, 1958. Any reduction in stock prices needs to 
be related to the fair market value on the date of the 
new grant. The assumption here is that both the 
original grant and the reissue of that grant specify 
prices as being 100% of the fair market value. 


The Modification Provision in Plans 


With few exceptions, recipients of options during 
the bearish market of 1957-1958 have watched their 
stock values rise in the present bull market. But there 
were several months prior to the first half of 1958 
when option agreements that were dated back in 1955 
or 1956 appeared in many cases to be of negligible 
value to the holders. Hindsight indicates that if the 
option plans in these instances had been initially de- 
signed to provide for modification of stock prices, 
companies could have availed themselves of all of 
the advantages of options in spite of a marked down- 
trend in security prices. As reported in previous Con- 
ference Board analyses of option plans, a few com- 
panies were prepared for such a contingency. 

However, this lack of foresight seems to be changing 
now. About half of the plans proposed in proxies ex- 
amined by the Board in 1958 contain the 80% modi- 
fication provision. Following are excerpts from three 
proxy statements explaining to stockholders the 
mechanics of reducing stock prices when warranted: 


“The option price will be not less than 95% of the 
market value of the stock on the date the option is 
granted. The committee may from time to time modify 
the terms of the option by adjusting the price to an amount 
not less than 95% of current market value, provided that 
the monthly average market values of the stock for the 
twelve preceding calendar months is less than 80% of the 
market value of the stock on the date the option was 
granted or on the date of any intervening modification, 
whichever is the highest.” 

“Subsequent to the adoption of the original plan, the 
Internal Revenue Code was amended to permit modifica- 
tion of the option price in the event the market value of 


+“Stock Options in a Bearish Market,” 


t Management Record, 
February, 1958, p. 75. 


the stock dropped below the option price and for twelve 
consecutive months averaged less than 80% of the market |) 
value on the date the option was granted. In such case the | 
original option price could be changed to a price based on |) 
the market price on the date of such modification. The pro- | 
posed second plan contains @ new provision under which |) 
options may be modified in accordance with this provision _ 
of the code as amended.” 
“Under Section 421 as amplified by these regulations, the jj 
renewal of an outstanding stock option will be treated as | 
the granting of a new restricted stock option at an option | 
price determined as of the date of such renewal where the 
average fair market values of the stock, subject to the | 
option for the twelve months preceding the month in } 
which the renewal occurs, is an amount less than 80% oft 
the fair market value of such stock on the date of the } 
original granting of the option.” | 


Foresight Pays Off 


The import of a modification provision for preserving 
the incentive value of an option plan is best illustrated | 
by the experience of a primary metals company. The 
plan, an article of the by-laws proposed by the board |}. 
of directors, was approved by stockholders at the 
1952 regular annual meeting. Since adoption, optionees } 
and stockholders enjoyed two two-for-one stock splits | 
— one in 1953 and another in 1955. The plan is some- } 
what unique in that it does not specify a fixed number 
of shares being set aside for options. Instead, the plan } 
states: 


“There shall be reserved for the purposes of this plan, out } 
of authorized but heretofore unissued common stock of the 
company, or out of common stock held in its treasury, or | 
partly out of each, such number of shares of common } 
stock as may be authorized from time to time by the stock- 

holders for such purposes.” 


No specific reference is made in the plan to the can- |} 
cellation of any outstanding options, but the com- | 
pany can do so by providing for it in the option agree- |f 
ment. The company has considerable latitude in draw- jf 
ing up agreements under the following provision: 


“Each option granted under the plan shall be evidenced by |) 
a stock option agreement which shall be entered into be- | 
tween the company and the person to whom such option, 
is granted, and shall be subject to the following terms and |} 
conditions, among such others not inconsistent therewith | 
as the committee may deem appropriate in each case.” 


Stock prices in the option agreements must comply ' 
with the following stipulation: 


“The price at which each share of common stock covered | 
by an option under this plan may be purchased shall be 
determined in each case by the committee and set forth in | 
each stock option agreement, but shall not be less than | 
95% of the fair market value thereof at the time the option 

is granted. . } 


The incentive value of the plan has remained high } 
for almost six years after the first grant, as the chronol-_ 


ogy of developments indicates. 
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e First options granted on May 15, 1952 to direc- 
tors, executives and key employees to purchase 
1,057,600 shares of stock at a price of $17.6875 per 
share. 


e Additional options granted on February 26, 1954 
to eligible employees to purchase 174,700 shares of 
stock at a price of $29.375 per share. 


e More options granted on July 24, 1956 to pur- 
chase 198,100 shares of stock at a price of $117.25 
per share. 


e Options granted during 1952 and 1954 permitted 
exercising of grants immediately following the date 
of grants, while those granted in 1956 could not 
be exercised until after a waiting period of two 
years. (Exceptions were made in cases of death or 
retirement of the optionees.) 


e As of March 6, 1958, 1,051 options had been exer- 
cised to purchase 1,053,191 shares at a total cost of 
$19,592,032, or approximately $18.60 per share as the 
average. A 
e The quarterly lows and highs of the market price 

_ for nine quarters beginning in 1956 are reported 
as follows: 


Period Low High 
First quarter, 1956......0:.00.0.ccc.00: 82 113 

DECONGIOUATEOR 6 hv cccs: lst teal: bev 10644 126% 
“LUT [a pV psite 6" BAC atae a eee eR a 103 1334 
ROUTED NQMATLER 208s.) cd). k ccs teesta cass 88 110% 
First. quarter, 1957 ............0..c0006 80 9334 
ME CONMGQNALLET Wales cs.c. incu ik sacs 88l4 100% 
METRE CHROREATECWS pee leit ceesertcapseetncs ss 7134 102 

Fourth quarter) 2000.00 nn. 5934 77% 
Jan. 1 — March 6, 1958 ................ 6034 6942 


e On March 7, 1958, the company accepted can- 
cellation of outstanding option agreements dated 
July 24, 1956 and reissued new options on a share- 
for-share basis to purchase 193,000 shares of stock 
at a per share price of $68.50 or approximately 
58.5% of the previous price of $117.25.1 


Getting Stockholder Ratification 
Although few companies having option plans can 


make claim to the “flexible” pricing feature illustrated 


above, some are going back to their stockholders for 
ratification. On the surface, proposals for modifying 
stock prices may appear unreasonable to stockholders. 
Yet, in view of what may happen to the incentive 


value of options, valid reasons can be pointed out for 


making adjustments in certain outstanding grants. In 


fact, some executive-compensation specialists feel that 
management must guide stockholders to minimize if 
not eliminate barriers to the plan’s achieving its objec- 


_ tives. 


_ *The difference of 5,100 shares (198,100 minus 193,000) was not 


covered in the reissued grants because 4,650 shares were cancelled 
previous to July 24, 1956 and 450 shares remain subject to outstand- 
ing option agreements. 
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Some important questions arise when stock options 
no longer function as an incentive,t which can be 
brought to the attention of stockholders. For example: 


e Should the executive be deprived of the in- 
centive, which stockholders originally intended, 
solely because of unfortunate timing, in that his 
option may have been granted at the crest of the 
market—with dim prospects that this peak will be 
exceeded during the remainder of the option period? 


e Can the services of a new executive be retained 
after the option becomes of dubious value, when 
his employment, in the first instance, may have been 
secured on the basis of an opportunity for favorable 
stock acquisition? 


e What will be the reaction of executives with 
long service who hold devalued options if the com- 
pany hires an executive from the outside and grants 
him an option keyed to the present low fair market 
value? 

e How will the company guard itself against the 
possible threat of seeing one or more of its experi- 
enced executives lured away by another company 
offering a more attractive stock option grant? 


The following proposal, which appeared in the 1958 
proxy statement of a leading firm, shows one com- 
pany’s approach to getting stockholder ratification for 
modifying its stock option plan. 

“The board of directors has concluded that where, as at 
present, the purpose of the company’s stock option plan 
has been defeated by a decline in security prices .. . it 
should be empowered, in order to restore the incentive 
feature, to modify existing and future options so as to 
provide that the option price shall be the highest price at 
which the stock is sold on the New York Stock Exchange 
on the date of modification. It is further of the opinion in 
the light of experience gained since the adoption of the 
plan that the five-year option period is too short and 
should be extended to ten years, the options to remain 
exercisable, however, as they now are, 40% on their first 
anniversary date and 20% on each of their next three anni- 
versary dates. It recommends these two amendments to 
the stockholders.’””2 


Another leading company, in the chemical industry, 
asked its stockholders to amend a 1954 plan to include 
a modification provision. The original 1954 proposal 
placed emphasis on two objectives: (1) an option plan 
is desirable for providing incentives to eligible em- 
ployees to put forth their maximum efforts for the 
success of the corporation, and (2) extending an op- 
portunity to executives and key employees to acquire 
proprietary interests gives the corporation an im- 
portant means for attracting and holding the best 
available talent. The company’s 1958 proxy statement 

(Continued on page 25) 


” 


14See “Taxation of Compensation,” The Journal of Taxation, 
February, 1958, p. 98. ‘ 
? Reported by The Hanover Bank of New York, New York in 


The Hanover Pension Bulletin, June, 1958. 


College Recruitment in 1959 


Recovering from setbacks in 1958, the demand for college seniors, including 


women, will rise in ‘59. Technical graduates again are in short supply 


HE COLLEGE front was relatively quiet in 1958. 

The demand for graduates slackened as business 
fell off. For the first time in more than a decade, most 
company recruiters were able to meet, or come close to 
meeting, their quotas without difficulty. 

There are indications that things will not be so easy 
in 1959. Company quotas are being increased. A short- 
age of new engineers is predicted. Starting salaries will 
be higher by a few dollars per month for all types of 
graduates. 

These conclusions are derived from several recent 
surveys of the college situation and of the recruitment 
plans of a large number of business firms. Most of the 
findings are based on the thirteenth annual report by 
Dr. Frank S. Endicott on “Trends in the Employment 
of College and University Graduates in Business and 
Industry,” which was completed last month. The 
Endicott survey was conducted during November, 
1958. Two hundred and five companies located in 
twenty-five states contributed information about their 
college plans for 1959. (See footnote a in next column.) 

A large majority of the Endicott companies are 
middle-sized or large firms that have been calling on 
the colleges for years. As the following tabulation indi- 
cates, almost two-thirds of them are manufacturing 
organizations. 


Number of 
Classification Companies 

Hicshtemanufacturing eri en ta ee 31 
Machinery and heavy equipment ..............0.ccccccee 19 
Drugs andachemicals\ 40.) aha ee ee 18 
MWitiities 528: a vesaacics os aheciss teoensg ca ee 17 
Steel and ‘other metals\!...2.0:/0) decease ee 13 
Oia SP ge: Ad We he AS SIR Rare sh OR eae 13 
Boodvanduprain? processing te. ...5.08 er eens 13 
IN SUPANICES 2 F aats eet iidh cases eat So ea 13 
Retail store and mail order ..........ccccccccccseeceecssestesenseeensen 11 
Banks, investment and loans 0.0..........ccccccccseesecseeveeeeeeseeees 10 
Automobiles and aircraft .....0.cccccccccccscscsccsesecsesseseeseeseesen 9 
afi oS) fA ae kee oy Ee a ee Re mR Pee aa cle Sam atc 8 
Public accounting he, cc.2. et ee ee ere eT 
Mesias: eis sate 8 el Sida a, a | nal eae ena 6 
Mires and: rubber. es 4 
Carriers ctiic2 ucit SSe Ry cl Oa RD eae Ne eo 4 
(ATI Rothers tiie coc he ein cin, aes a i ee 9 

ePOtall::. seahienk, cde be. able eed seal ok OA) Glenn 205 


*Last year 89% of final requirements were met as compared with 
66% in 1957. 


Supply and Demand 


Slightly more than two and one-half million young 
people are now attending accredited colleges and uni- 
versities in the United States. But while over-all en- 
rollment figures are breaking records, a decline of 7.6% 
is reported in the number of first-year engineering 
students. This development has already been com- 
mented on by some citizen groups who are aware of 
the fast-growing body of engineers and scientists being 
graduated from Russian universities. It is also disturb- 
ing to many company officers who anticipate increas- 
ing needs for young men with technical training. 

Dr. Howard Meyerhoff, executive director of the 
Scientific Manpower Commission, reports that 50,000 
new engineers will be needed by June of this year.t It 
is expected that 39,000 will be graduated at that time. 

Opposed to the shortage of graduates with technical 
training (and it should be understood that chemists, 
physicists, etc., are included in this category along 
with the engineers) , the supply of graduates in liberal 
arts is more than equal to the demand likely to be 
made for their services. Some 1958 AB’s had not been 
placed by graduation time, and some were unable to — 
find the kinds of jobs they were seeking. It is not ex- — 
pected that the situation will be much different for 
the 1959 liberal arts graduate. 

More than half the companies in the Endicott study | 
are increasing their quotas for 1959.2 The figures are: | 
113 companies will seek more young men this year © 
than they sought in 1958; fifty-one will seek fewer; 
and twenty will seek the same number. Few of the | 
companies are making large changes in their quotas | 
either upward or downward. The actual revisions are | 
shown below: 


WBrbys tors men! erce pee ree eee ee 43 companies 

UP by c6tojl0imen a) fre eee 18 companies _ 
UP iby “Ll to (20 imen: ae ese eee 22 companies | 
UPby 121" tol 50itmen. eee ee woe 14 companies — 
UP sby. Sito: LO0tmen see. ae ee ee 9 companies | 


* This is the sixth year that Tus Conrerence Boarp has been 
privileged to present a summary of this annual, nationwide survey | 
made by Dr. Endicott, who is Director of Placement at Northwest- . 
ern University, Evanston, Illinois. Companies wishing to obtain a | 
copy of the full report should address a request to Dr. Endicott at 
the university. There is no charge. 

+ And 70,000 new engineers each year by 1970! 

?More men will be sought but fewer campuses will be visited. 
The average company will call on forty-five colleges this year as” 


compared with forty-eight last year. 
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RUA by, LOT to, SOO MeN ooo... cec ccc ssecgescotecsesseene 5 companies 
UP by 401 to 500 men... ccc 2 companies 
DOWN by, Ito S meni. cs. 24 companies 
DOWN by 6 to 10 men... ic cccseede eens 9 companies 
DOWN by 11 to 20 men... cee 8 companies 

DOWN by 21 to 50 men... eee: 6 companies 

| DOWN by 51 to 100 men... 1 company 

| DOWN by 101 to 200 men... 2 companies 
DOWN by 201 to 300 men... 1 company 


Last year there was a sharp drop (from 1957) in the 
number of college graduates added to company pay- 
rolls. This year there will be an increase. Table 1 com- 
pares the 1958 and 1959 quotas for two dozen job 
fields and also shows the over-all picture for both 
technical and nontechnical groups. 


Interest in Women Graduates 


Although the figures are small, there seems to be a 
growing interest in the employment of women grad- 


Table 1: Employment Quotas for Inexperienced 
College Men in 1959 Compared to 1958, as 
Reported by 184 Companies 


1958 1959 
F No. of No. of No. of No. of 
Field Companies Men Desired Companies Men Desired 
Engineering 
Kind not stated .. 23 3,261 Q4 3,624 
Mechanical ...... 76 846 79 896 
industrial! (10'2). >. 36 93 34 132 
Electrical ........ 47 543 56 979 
Chemical ........ 45 716 48 744 
iv rieecr eck 16 47 16 60 
Metallurgical .... 12 75 14 91 
(CR eee ees Q1 285 22 236 
Total engineering 5,866 6,762 
Accounting ........ 95 1,042 98 1,136 
Advertising ........ 20 110 Q1 162 
Chemistry ......... 64 541 53 561 
Economics ......... 19 67 13 36 
WIMANCE oes se 18 136 17 139 
General business 
trainees © kk sss 66 1,478 62 1,715 
Mnsurance. ow. oi css tf 61 4 55 
| Dee ee 20 61 12 53 
Market research .... 13 20 16 31 
Marketing ......... Ql 110 17 159 
Merchandising ..... Nets 874 13 445 
Office management.. 11 67 10 70 
Personnel .......... 32 78 24 75 
BUBYSICS oe eee ews QT 192 Q1 210 
Production 
Management ..... 31 148 39 254 
BnlespeM Tete tt 61 1,450 65 1,892 
| Secretaries ......... 5 70 5 42 
Mtatistics 2.0.60... 12 32 10 28 
Time & motion study. 20 71 19 7 
Other fields ........ 51 451 41 528 
Reported totals only. 6 1,110 6 1,371 
Total 
nonengineering. . 7,669 9,033 
Grand total ..... 13,535 15,795 


Total—engineering, chemistry and physics UP 13% for 1959 
Total—all other fields ................. UP 19% for 1959 
Grand sbotal ee ag. eee eee ee «,.-. UP 17% for 1959 


JANUARY, 1959 


7 


uates. The increase here is 31% over 1958, or almost 
twice the increase reported for the men. The forty-six 
companies in the Endicott survey that recruit women 
will assign them to different job areas of which the 
following ten are the most important: 


No. of 

No. of Women 

Job Area Companies Desired 
Generali Dusimess! ..c¢sc:...phc.neto0c--0 cates comes 10 261 
Deere tania les ae ivesteeseaeiean ae eeu d ors: 19 167 
Merchandising (on eiriiernc.cotan ee 4 69 
Mathematics and statistics ................. 4 68 
Miarketrreseanchigsascs Sees eee tee Q 66 
Rugineerin a hycketec sc iene ee een 3 54 
Pnstitancey soe x, iat he ao 2 eee ne 3 51 
Chemistiy: Sh FAG new och scl OS 9 37 
Home economics ...........00..ccccccecceeeeees beste 6, 36 
ACC OUI kan ges eat tare Sate aati Re 8 20 


In all, slightly more than a thousand coeds will be re- 
cruited by these companies during the next several 
months. 


Technical vs. Nontechnical Graduates 


Tt will be noted that company interest in students 
with technical training remains high. More than 40% 
of the male graduates to be employed this year will be 
those with technical backgrounds. Such students, of 
course, constitute but a small per cent of the student 
body of the average college. The situation with re- 
spect to the recruitment of college women is not 
different. 

Although there is much talk in management circles 
of the value of broad, liberal arts study, a strong pref- 
erence for the graduate with particular skills remains. 
It might be added that a number of companies have 
programs for turning some of their specialists into 
generalists later on in their careers. 


Salaries Up Slightly 


There has been an almost uninterrupted upward 
trend in salary offerings to new graduates since World 
War II. The beginning rate was up about 3% last year 
and it will be up about 2% this June, according to 
both the Endicott survey and an earlier one made by 
the Midwest College Placement Association. In a 
third survey just completed among sixteen “giant” 
companies, it was found that six were increasing their 
offers, eight were holding the line, and the remaining 
two were offering less. 

In actual dollars, the 1959 graduate may expect 
from $5 to $8 more per month than was paid his 1958 
counterpart. A breakdown of the salary information is 
contained in Table 2. 

It may be wondered why any company would con- 
sider raising beginning salaries when there are more 
seniors to choose from than ever before, when 3,833,000 
individuals are out of work (November, 1958), when 
many experienced workers are grateful if their employ- 
ers maintain existing pay levels, and when business in 
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Table 2: Average Monthly Starting Salaries for College Men as Reported by 194 Companies 


Number of $375 $376 $401 $426 

Companies or to to to 
Field Reporting Less $400 $425 $450 
Engineering ........... 143 0 0 6 16 
Accounting .....:...... 116 10 Q1 38 81 
Salegich Sore sueeted 101 16 20 25 19 
General business trainees. 108 14 31 33 18 
Other fields ............ 48 2 7 8 14 


* Fewer than 194 companies supplied “‘range” figures. 


general is still feeling the effects of the 1957-1958 re- 
cession. Executives of companies that are granting 
higher salaries to members of this year’s graduating 
classes have offered three explanations: 


e “The pace-setting companies are going up and 
we have to match them in order to remain compet- 
itive.” 

e “We didn’t do too well in our recruiting last 
year, and have decided to offer more to make sure 
we get the best boys.” 


e “The few dollars we are offering this year above 
what we paid in 1958 simply reflects the rise in liy- 
ing costs that has occurred during the last twelve 
months.” 


Salaries After Five and Ten Years 


What happens to the salaries of college graduates 
five and ten years after recruitment? While records 
were not available from all the companies reporting to 
Dr. Endicott, there were enough to furnish a reliable 
picture. A brief study of the figures leads to two inter- 
esting observations. First, some of the young men 
after more than five years on the job are not making 
much, if any, more than the 1959 recruits will be 
offered. Second, the engineers, who always start with 
the highest salaries, are able to maintain at least a 
slight advantage over other groups of graduates for 
five years, but by the tenth year they fall behind. 


$451 $476 $501 Average Average Start- 
to to and Bottom Average Top ing Si 
$475 $500 Over of Range* of Range* 1959 1958 
43 60 18 $450 | $503 $480 $472 
10 5 1 $400 $447 $422 $417 
13 6 2 $397 $449 $419 $412 
8 8 1 $393 $439 $413 $407 
8 8 1 $416 $465 $438 $433 
Average starting salary in all fields $439 $432 


Earnings of Women Graduates 


A few of the companies supplied salary figures for 
a total of 120 women graduates, classes of 1948 and 
1958. While this information is based on a relatively 
small number of-cases, it is included because of indus- 


try’s growing interest in the employment of coeds. 
Item 


Class of 1953 Class of 1948 


Number of companies 

TEpPOrting PAP we 31 Q4 
Number of women included........ 69 51 
Average monthly salary 


When. réecrulted .....s.c.cs-csccceeceeee $262 $201 
Average monthly salary 
(November, 1958) ........0000 $479 $547 


If these averages are typical, it is apparent that the 
salaries paid the women graduates do not come close 
to matching those paid the men. But this is not to 
suggest that the work done by the women is compara- 
ble to that done by the men; this matter is not dis- 
cussed in the Endicott report. 


Why Some Are Not Hired 


Dr. Endicott asked the companies why some seniors 
were rejected after the initial campus interview. Many 
answers were given. They were grouped by subject 


and listed. The five reasons standing highest on the | 


list are shown at the top of the second column on the 
next page. 


Table 3: Average Monthly Salaries Paid College Men Hired Five Years Ago (Class of 1953) 
and Ten Years Ago (Class of 1948) 


$501 $601 
Under to to 
$500, $600 $700 
Engineering 
Class ofd958 1 ee ee — 26 46 
Class 08194810. ia ni, ey — Sk 17 
Accounting 
Classoh 19585) a eaeetee hides te a: 25 13 
Classof 1948). ua Wes — 6 12 
Sales 
Classiof 1953) 0) Mw 5 13 19 
@lass of 1948: hse Sea — 3 4 
General Business 
Classiof 1958 0 ee 7 35 14 
Class of 1948 ee ey — 7 15 


$701 $801 $901 No. of Average 
to to to Over Companies Company 
$800 $900 $1,000 $1,000 Reporting Salary 
13 _ — — 85 $641 
25 24 5 1 75 778 
3 — _ _ 48 577 
11 6 5 3 43 783 
6 2 _ _ 45 637 
12 10 3 7 39 866 
5 1 — —_ 62 583 
7 11 vi 6 53 788 
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Can Starting Salaries be Reduced? 


Almost all observers of the college scene have had 
something to say about the trend in salaries offered 
seniors over the past fifteen years, and about the 
levels to which these salaries have been advanced in 
recent years. Expressions used have ranged from 
“most generous” to “absolutely fantastic.” 

It seemed incredible two years ago when some com- 
panies announced they were offering young men, barely 
out of their “teens and with neither military service 
nor business experience in their backgrounds, starting 
salaries of $100 per week; but already $100 per week 
seems “too little” to some. So-called leading companies 
—which certainly can be called pace-setting com- 
panies from the compensation angle—are now offer- 
ing $6,000 per annum and even more. They say such 
salaries are necessary to attract the best candidates. 

If asked to defend their practice, a spokesman of 
these companies might say: “We don’t like paying 
$6,000 but the competition forces us to do it. We know 


the boys don’t earn their keep at the beginning. We 


know some of our other employees resent our entire 
college program. We would like to get the rates down, 
but we just don’t see how it’s possible at this time.” 

That it is possible to reverse the salary trend is 
obvious. Four companies that have done exactly this 
are cited in the accompanying article. One cut as 
much as $10 per month. Many other companies are 
holding the line on salaries. 

The thinking that leads companies to hold to 1958 
salaries or to lower them might be summarized as 
follows: 

College salaries have gotten slightly ridiculous. 
We’ve been as guilty as the next company in the past, 
but we're calling a halt here and now. We’re not going 
to play “follow the leader” any longer. We’re going to 
be fair to the college boy, sure; but we’re going to be 
fair to our other employees, too. 

It hardly seems necessary or desirable to jump these 
youngsters immediately from an outgo position of some 
$2,000 per year (college expenses) to an income posi- 
tion of $6,000 or more. This practice, in our opinion, 
represents another contribution to the inflationary 
spiral which everyone seems to deplore but which few 
are trying to correct. 

We have set our 1959. offering at what we are con- 
vineed is a fair and reasonable level. And we're not 
going to depart from it. We don’t think there will be 
any need to. 

There will be plenty of young men graduating this 
year. High pay alone never has attracted the best 
candidates. High pay alone never will keep them on 
anyone’s payroll. 

We think we have a good proposition for any young 
man who is serious and who wants an opportunity to 
show what he can do. We are going to try to find the 
graduates who are “right” for our company. We want 
each boy to know just where we stand ahead of time 
and to be as sold on us as we are on him. We are 
confident that we will get our share of the 1959 class 
and that those who come with us will stay. 
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No. of 
Companies 

Poor personality—Poor manner—Lack of poise— 
Poor presentation of himself—Lack of self-confidence 
—Timid, hesitant approach—Arrogant—Egotistical 
pr Say Wee CRY RICA UR a ee ee 129 
Poor scholastic record—Low grades without reason- 
able explanation—Low level of accomplishment— 
Poor grasp of fundamentals 00.00.00. ccccccccccceccecsssesvesseeven 84 
Poor persona] appearance—Lack of neatness—Care- 
|e | 1c Mae el ahe oFte Pa RAR ECE A RE hd ele Mb 67 
Lack of enthusiasm—Shows little interest—No evi- 
dence of initiative—Lack of drive oo... cccccccccccccesceees 54 
Lack of goals and objectives—Lack of ambition— 
Poorly motivated—Does not know his interests— 
Uncertainty and indecision—Poor planning .............. 46 


Most Helpful Interview Questions 


Here the companies were invited to reveal their re- 
cruiting secrets. Dr. Endicott inquired: “Which ques- 
tions that you ask the students are most helpful to 
you in forming an opinion and evaluation of them?” 
The answers were grouped as before, and again the 
top five are shown. 

No. of 
Companies 
What are your long-range goals—ambitions—future 
plans—basic objectives? What do you want to be 
doing five—ten—fifteen years from now? What are 
your immediate objectives? ........cccccccccscccstseecessossesecce, 93 


Why did you choose your field of special study? How 
have you prepared yourself for work in your chosen 
field? What subjects have you enjoyed most?—least? 
Do you have plans for graduate study? ......c..ccscccccs0.. 74 


What type of work do you want to do? Why? Why 
do you think you qualify for this type of work? In 
what type of job would you like to start?.................... 60 


Why do you think you might like to work in our 
type of industry?—our company? Why did you se- 
lect this company? What can you contribute to a 
COMPANY SUCH AS OULSE, os ceist scat eles aces wee 53 


What were your extracurricular activities? What have 
you gained from these activities? What leadership 
offices have you held? What are your hobbies?—your 
IMLeFeESES OUL OF SCHOONR ee ce Ne 40 
STEPHEN Hasse 
Division of Personnel Administration 


Written Communication in Business—A textbook designed 
to improve the writing of letters, reports and memoranda 
necessary in everyday business operation. Many examples 
of good and poor communications are used to illustrate 
points, and exercises are provided. A special reference 
section supplies quick answers to puzzling questions of 
grammar, punctuation and spelling. By Robert L. Shurter, 
McGraw-Hill Book Company, New York, New Y ork, 1958, 
580 pp., $8. 


Executive Disability Programs 


How companies maintain all or part of an executive’s pay for short-term, long-term 


and permanent disability is examined here. Forty firms report 


URING the past decade particularly, companies 

have not only added new benefits to their se- 
curity plan structures but they have formalized many 
payments which previously were considered “infor- 
mal” benefits, and were determined primarily by the 
merits of the case. 

The one area in which benefits typically are least 
well defined is that of income during disability. This is 
particularly so in the company provisions for con- 
tinued financial support to an executive who becomes 
disabled. This article attempts to summarize the ex- 
periences and practices of forty companies in main- 
taining the salary level of disabled executives both by 
informal salary-continuation practices and formalized 
sick-leave and insurance programs. 

Two other aspects of the disability problem are also 
explored: the protection provided in case of disastrous 
medical expenses, and attempts of companies to pre- 
vent or minimize disability through executive health 
programs. 


INCOME DURING TEMPORARY DISABILITY 


Every one of the forty pilot study companies sees 
to it that an executive who can’t get to his desk be- 
cause of sickness still receives his regular pay check. 
In most of the companies the only question is at what 
point these payments should be cut or dropped alto- 
gether if a disability continues. Most companies have 
no precise answer; invariably each executive is con- 
sidered individually. How long the company carries 
him will depend primarily on his salary, position, serv- 
ice and financial condition. 

However, the type of financial assistance also will 
depend to some extent on the formal programs in 
existence at the time of disability. For this reason, the 
various company programs are classified according to 
the type of formal programs for executives. Further- 
more, income plans which are designed to pay off only 
if the disability is likely to prevent thé executive from 
ever working again are discussed as a separate prob- 
lem. This section is concerned primarily with pro- 
grams covering temporary disability, which presum- 
ably will not prevent the executive from returning to 
work. 

Although any picture of maximum temporary dis- 
ability benefits for executives of necessity must be 
hazy, the practices in these forty companies do il- 
lustrate how two other questions might be answered. 


10° 


First, how should the temporary disability benefit 
be funded? Here the problem is whether all or part 
of the risk should be insured, or whether it should be 
met through “pay-as-you-go” salary continuation. 

Second, to what extent, if at all, should the pro- 
gram be formalized—either through insurance or by 
salary continuation? And here the practical problem 
is whether formalizing at least minimum benefits 
might be desirable, so that the area of case-by-case 
decision making is clearly defined. 


The two sections below illustrate how the pilot 
study companies have answered these questions, both 
in terms of programs designed specifically for execu- 
tives and in programs that cover other employees as 
well. 


For Executives Only 


Five of the companies have special disability-income 
programs for executives as a distinct group. All of 
them are formal plans combining sick pay and insur- 
ance. In each case, the company states that these 
benefits may be supplemented for specific individuals. 

The most extensive program provides for continu- 
ation of some part of the salary of the executive from 
the time of disability until the executive reaches sixty- 
five. In this plan, of course, no distinction between 
temporary and permanent disability is made at all. 
For the first six months of the disability, the company 
continues the executive’s full salary. After this, group 
insurance takes over to provide from $75 to $200 a 
week until age sixty-five, or until the executive returns 
to work; but the group insurance may be supple- 
mented by indefinite salary continuation. 

How much the executive receives in weekly insur- 
ance benefits depends on his salary at the time of/ 
disability. He receives $75 per week if his salary is 
$8,000-$12,000; $100, if $12,000-$15,000; $125, if 
$15,000-$18,000; $150, if $18,000-$25,000; and $200 
per week if his salary is $25,000 or over. The company 
pays half of the cost of the insurance; and this, plus 
the savings because of group rates, means, for example, 
that an executive in the fifty to fifty-four year old age 
bracket who is eligible for a $100 per week insurance 
benefit pays only $5.04 per month rather than $14.50. 
—the company estimate of the cost of a similar indi- 
vidual policy. 


* Although the amount of the benefit is linked only to salary, the 
cost of the insurance is determined by age and salary. 
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Another company has a formal salary continuation 
plan that provides full pay for the first four months 
and 60% of pay for the next four. Then a group in- 
surance plan takes over, and this provides $150 per 
week for one year. This insurance is paid for entirely 
by the executive, at $2.25 per month. However, the 
company may supplement insurance payments on an 
individual basis, just as it may provide more than 60% 
of pay in the second four months of the salary-continu- 
ation plan. 

Another company has a standard accident and sick- 
ness policy that pays executives $60 per week for 
twenty-six weeks. However, an executive also can re- 
ceive as much as one year’s full salary in addition to 
any insurance benefits. How much the executive re- 
ceives depends on his length of service, as shown 
below: 


Service Full Salary Half Salary 
Hess than 2 years ...........0:..: 1 month 1 month 
OE PE ce dcevnies kkts 1 month 3 months 
(i UC) cs diak Peete ei a Raa ne 3 months 3 months 
TNOSTUS ag.cnd lake dalek a eels 3 months 9 months 
TIO) ence asd Aa ea 6 months 6 months 
FO Teas sec Re 9 months 3 months 
Wemandaover tics. 1 year 0 months 


In its policy statement, the company emphasizes 
that the above plan is to be used as a guide to mini- 
mum benefits; the actual amounts paid to an executive 
_ will depend on his individual circumstances. 

Similar to this plan is another which provides full 
pay for the first six months of disability and then, for 
another six months, some portion of full pay, depend- 
ing on the executive’s length of service: 


Less than 5 years’ service .........0....0:0.00ccccceeeeeeees Ys pay 

Bye SHEE INS. 5 sian OR RR ee % pay 
Ge? Orvicamcuem mn pera 1.8). its, aes ha else me 80% pay 
PUvean gan do veri 85) 5.1.x. Sueauedueiniies cael: 90% pay 


Another company provides a basic disability guaran- 
tee of seventeen weeks’ pay. The first four weeks are 
company salary-continuation benefits. Full salary is 
paid if the executive has five or more years of service; 
with less than five years, he receives three weeks’ full 
pay and 60% of pay for the fourth week. After the 
fourth week, a group insurance plan provides $100 per 
week for the next thirteen weeks. If an executive has 
more than ten years’ service he also receives company 
payments during part or all of the first four weeks of 
insured benefits: 

10-15 years’ service: 5th week, full pay less insurance 

15-20 years: 5th and 6th week, full pay less insurance 

20-25 years: 5th, 6th and 7th week, full pay less insur- 
ance 

25 years or more: 5th, 6th, 7th and 8th week, full pay 
less insurance 


Other Programs Covering Executives 
In the five companies above, the-temporary dis- 
ability benefit program has been designed with the 
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executive specifically in mind. In the remaining thirty- 
five companies, formal benefits apply to a much broad- 
er group of employees—either salaried employees or all 
employees. But again, in practically every company, 
these formal benefits are merely a guide in the case of 
executives; the company invariably supplements for- 
mal payments depending on the merits of the par- 
ticular case. 

Fourteen of the thirty-five companies include the 
executive in the standard group accident and sickness 
(A & S) insurance program. These plans provide max- 
imum benefits ranging from $33 per week to $70 per 
week, for either thirteen or twenty-six weeks. All of the 
companies indicate that this insurance is supple- 
mented by additional company payments to an ex- 
ecutive. Seven of the firms state that company supple- 
ments are “informal,” of indefinite duration, and based 
on the individual case. In five of these companies, full 
salary is continued in addition to insured benefits; in 
the other two, enough is added to insurance benefits 
to bring the executive’s income up to full pay. 

The other seven companies with A & S coverage for 
executives supplement these benefits in two ways: 
first, by a formal sick-leave plan which includes ex- 
ecutives, and then by further informal salary con- 


About the Companies 


This article is the last in a series describing the re- 
sults of a recently completed pilot study of security 
benefits and other fringes for executives. The executive 
retirement programs found in these companies were 
described in the September issue of this magazine; 
executive death benefits in the November issue; and 
nonsecurity fringes in the December magazine. 


It should be noted that the companies in this pilot 
study were not selected in any systematic manner to 
be “representative” of some larger universe of com- 
panies. But the forty firms are large or medium-sized, 
well-known organizations. To facilitate interviewing, 
half of the companies were chosen because their head- 
quarters are in New York City.! The companies out- 
side New York were selected because their previous 
cooperation indicated that they would give construc- 
tive criticism of the national survey questionnaire. 


Within this framework, an attempt was made to 
diversify the companies by industry. The six nonmanu- 
facturing companies include two airlines, an insurance 
company, a department store, a mining company, a 
wholesale distributor and a public utility. Among the 
thirteen durable goods manufacturers are four manu- 
facturers of transportation equipment, two steel makers 
and two aluminum manufacturers, two heavy ma- 
chinery and two light machinery manufacturers, and 
an appliance maker, Represented among the twenty- 
one nondurable goods manufacturers are chemicals, 
paper, rubber, food, tobacco, textiles and magazine 
publishing. 
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tinuation on an individual basis. The net result is the 
maintenance of full pay for an indefinite period; and 
in at least two of these companies, the extra benefit is 
paid on top of insurance benefits. Among the six com- 
panies that sent a copy of the formal sick-leave plan 
which includes executives, four are the type that pro- 
vide one day per month of sick leave, and three of 
these four allow accrual of unused leave. In these 
companies executives could have a maximum of 
twelve, twenty-four or sixty days of paid leave as a 
formal supplement to insurance benefits. The other 
two plans base benefits on length of service with 
maximum formal benefits of two months’ full pay and 
two months’ half pay (after ten years of service) in 
one company and six months’ full pay (after twenty 
years of service) in the other. 

The remaining twenty-one companies in this group 
of thirty-five do not have a group A & § insurance 
policy that covers executives. Rather any benefits pro- 
vided are paid directly by the company. Eight of these 
companies have a formal sick-leave program which ap- 
plies to executives as well as other employees. Three 
companies give one week’s pay for each year of service; 
another provides a full year’s pay regardless of service. 
One company ‘allows accumulation of unused sick 
leave (two weeks each year) until twenty-six weeks is 
reached. The other three vary the benefit by service: 
one provides twenty weeks’ full pay (after ten years 
of service); another, eighteen weeks at full pay and 
thirty-four at half pay (after twenty years of service) 
and the other thirteen weeks’ full pay and twenty-six 
weeks’ half pay (after twenty years of service) . 

The other thirteen companies have neither group 
insurance nor a formal salary-continuation plan which 
applies to executives. In these companies, the disabled 
executive’s salary is merely continued in full for an 
indefinite time. At some point, full salary may be cut 
or stopped entirely; but only four companies had suf- 
ficient experience to indicate a general practice. Two 
said that full pay would be given without question for 
six months; after that there would normally be some 
reduction. The other two companies stated that after 
one month and three months respectively, each case 
would be looked at carefully to decide whether full 
pay should be continued. 


Long-term Temporary Disability 


As the data above indicate, all of the companies in 
this pilot study have fairly well-defined programs for 
income for executives whose disability lasts a short 
time. And most of the companies have formalzed pro- 
grams dealing with at least minimum benefits for a 
short-term disability. But in the area of income for an 
executive who has a long-term disability (arbitrarily 
defined as off the job for more than a year) company 
practice is much less sharply delineated, if the dis- 
ability is not, clearly total and permanent. 


Only two companies have a formal plan which 
covers long-term disability that does not result in the 
termination of the executive. One of these already has 
been described; it provides an executive with as much 
as $200 per week until age sixty-five after the first six 
months of disability. The other plan is limited to long- 
term disability due to an accident, not sickness. The 
insured plan pays $100 per week for life after the first 
year of disability; during this year the company pays 
$100 a week or more. The plan is limited to exempt 
employees and is paid for entirely by the company. 

Among the other thirty-eight companies, long-term 
disability is handled on a case-by-case basis, through 
informal continuation of salary. The companies were 
asked whether this problem had arisen during the past 
five years, and if so, what provision was made concern- 
ing the disabled executive’s income. Eleven companies 
stated that they had had experience with disabled 
executives but all indicated there had only been one or 
two cases. Five gave no further information about the 
financial provisions. One merely indicated that full pay 
was continued for the entire period; another said salary 
was “limited.” One company provided full pay for two 
years to three executives, and another provided full 
pay for fifteen months. One company continued full 
pay and another only one-quarter pay until early re- 
tirement benefits were available. 


INCOME FOR TOTAL, PERMANENT DISABILITY 


Where the disability is obviously total and per- 
manent, so that the executive is not likely to ever 
return to work, some formal solutions are incorporated 
into the programs of most of these companies. 

The most common of these is the early retirement 
benefit provided by practically every pension plan. Of 
course, the executive generally must reach an ad- 
vanced age and/or have considerable service to be 
eligible for the payments. Thus, among the thirty- 
eight companies with a pension plan, twenty-seven re- 
quire an executive to be at least fifty-five to qualify for 
early retirement. Among the other eleven plans, three 
set age fifty, six use age sixty and two do not have an 
age criterion but call for fifteen years of service. At 
least eighteen companies require ten to twenty-five — 
years of service in addition to a specified age for early 
retirement. 

The major shortcoming of early retirement benefits 
for total and permanent disability is that the amounts 
paid out are quite small. Invariably they are normal 
retirement benefits reduced to reflect the fact that the 
benefit must be paid for a longer period, and the 
amount of the money in the plan is less than it would | 
be at normal retirement. But within the last decade © 
particularly, a special pension benefit—the disability 
pension—has been developed to take care of early 
retirement due specifically to total, permanent dis- 
ability. Nineteen of the thirty-eight companies with a - 
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pension plan have this disability benefit in a plan 


_ covering executives.t 


Generally the benefit is computed by the normal 
pension formula, except that only service to the date 


| of disability is considered. And the service needed to 
_ be eligible for the benefit is appreciably less. In eleven 
| plans, no age requirement must be met, only a service 
| requirement: ten years in two plans; fifteen years in 


seven plans; twenty years in two plans. In the eight 
plans that do have an age requirement the executive 
must be forty in one plan; fifty in two plans; and fifty- 
five in five plans to obtain benefits. 

There is one other formal benefit in case of total, 
permanent disability which is fairly common among 
the pilot study companies; this is a monthly benefit 
tied to the group life insurance program. In the fifteen 
companies with this device, an executive can receive 
the face value of his group life coverage in monthly 
installments if he becomes totally and permanently 
disabled (usually it must be before age sixty). Three 


_ companies allow the executive to use only $20,000 of 


his insurance in this way and one, only half of it; but 
the premium is waived on the remaining coverage so 


_ the executive has paid-up insurance protection.” 


It should be emphasized that the life insurance dis- 


ability benefit and the early retirement and disability 
_ pension benefit come into play only if the disability is 
‘)so severe that the executive must stop working en- 


tirely. 


MAJOR MEDICAL EXPENSE PROTECTION 
FOR EXECUTIVES 


Continuation of regular income probably is the most 
pressing problem when disability strikes. But the other 
side of the coin is the drain on income because of the 
medical expenses involved. All of the surveyed com- 
panies help the executive meet unpredictable medical 
expenses in one way or another—at the very minimum, 
through standard Blue Cross-Blue Shield programs or 
commercial group insurance. However, undoubtedly 
of more real importance in meeting this problem is the 
recent development of major medical insurance. Not 
too many years ago, these major medical plans were 
invariably limited to executives and higher-salaried 
employees; now, of course, they typically cover regular 
factory and office employees as well as executives. But, 
they are still new enough and important enough to 


executives to merit special attention in a compre- 
hensive executive disability program. 
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+ Among the nineteen without a disability benefit in the pension 
plan are six with individual annuity policy pension plans for execu- 
tives. Under these plans the disabled executive, when leaving the 
company, would be given the policy itself and could then convert it 
into cash. Similarly, two companies using deferred profit sharing as 
the retirement plan and four companies (including one with a thrift 


plan) using it as a supplement to a pension plan would pay the en- 


tire account to the executive upon termination for disability. 

* Fifteen of the remaining twenty-five companies also have this 
waiver provision in the group life policy but not the monthly bene- 
fit provision. The other ten companies have neither. 
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Supplemental Major Medical Insurance 


Half of the companies in this pilot study have major 
medical insurance which supplements a basic medical 
plan. In two of these companies the major medical 
plan is designed specifically for executives. 


e In one company the plan pays 75% of all med- 
ical bills in a calendar year beyond those paid by the 
basic plan. There is no deductible. The maximum is 
$10,000 per executive and the coverage stops at 
retirement. The executive pays no part of the 
premium. 


e The other plan also pays 75% of medical ex- 
penses beyond those paid by the basic plan; but the 
executive pays the first $150 or $200 of expenses, 
depending on his salary. The maximum benefit is 
$10,000. Coverage continues after retirement but 
benefits are reduced to a lifetime limit of $100 per 
year of service (a calendar year limit of half this 
also is imposed). The executive pays part of the 
premium, both before and after retirement. 


In the other eighteen companies with supplemental 
major medical insurance, the plans are not designed 
exclusively for executives. Ten plans cover salaried 
employees generally; the other eight plans cover all 
employees. 

Sixteen companies provided enough information to 
analyze the basic features of major medical insurance: 
the deductible, coimsurance and maximum benefits. 

Ten of the plans set limits on benefits in terms of 
the total amount allowed each individual; this is 
$10,000 in eight plans and $15,000 and $20,000 in one 
each. The other six plans provide $5,000 for each sep- 
arate illness, with no individual or “lifetime” maximum 
stated. 

The coinsurance split is 80%-20% in ten plans and 
75%-257 in the other six. That is, once the major 
medical plan begins to pay, it reimburses. the indi- 
vidual for 75% or 80% of expenses, and the executive 
is responsible for the remaining 20% or 25% of the 
bill. One plan has no coinsurance on the first $300 of 
expenses after a deductible of $25 is met. 

In all but one of the sixteen major medical plans, the 
executive pays all of a specified amount—the deduc- 
tible—before the plan begins to reimburse him. One 
plan does not require this deductible; the plan pays 
80% of all expenses not covered by the basic plan. 

Four plans use an “integrated” deductible. In three, 
the deductible is $500 or the base plan benefits, which- 
ever is greater. In the other plan, the deductible is $25 
after $300 or all base plan benefits have been paid. 

The other eleven plans use a “corridor” deductible. 
Typically (in seven plans), the executive must pay 
$100 after basic plan benefits are exhausted before the 
major medical plan begins to reimburse him. One plan 
requires either $100 or 144% of earnings, whichever is 

(Continued on page 26) 


Compensating Supervisors on Jury Duty 


An increasing number of companies believe it desirable to continue a supervisor's 
pay while he serves as a juror, according to this survey of 363 firms 


NYONE who has been a party to a lawsuit in 
which a jury fixed the size of the settlement can 
appreciate the need for jurors who are both qualified 
and willing to perform this important civic function. 
A qualified juror, however, may have good reason 
for being unwilling to serve. For example, if a wage 
earner is not paid by his employer when he serves on 
a jury, he suffers financial loss: he must give up his 
regular earnings for the comparatively small juror fees. 
He may have a civic obligation to perform the service 
(and, of course, can be forced to do so); but he also 
has good reason for asking to be excused on the ground 
of economic hardship; and few courts, as the record 
shows, will deny his request. 

There was a time when the bulk of the nation’s 
working force could validly plead such economic hard- 
ship as an excuse for trying to avoid jury service. 
But that time is past. A practice has been spreading 
in industry in recent years that has changed the 
picture. Today, an increasing number of companies 
make it easier for their employees to serve as jurors by 
paying them during their absence. 

Employers have taken on this additional financial 
burden for a variety of motives. One motive, certainly, 
is a concern for the economic welfare of their em- 
ployees. Another might be a desire to improve the 
jury system. Again, union pressure may play some 
part. (For example, a provision of the new contracts 
in the auto industry allows $5 a day for jury duty 
of up to fourteen days a year.) But by far the most 
forceful motive, it would seem, comes from a growing 
sense of civic responsibility. For the common good, 
employees are being encouraged to be good citizens as 
well as good workers. The following policy statement 
of a chemical company expresses an attitude toward 
jury duty that is shared by a great many firms: 


“Jury service is a civic duty which should not be avoided. 


Table 1: Rank-and File Employees—Paid Time Off for Jury Duty 


The company wishes to encourage its employees to perform 
jury service, and it is hoped that each member of the or- 
ganization will respond to this obligation when summoned. 
The company will enable the employee to avoid financial | 
hardship while on jury duty.” 
A trust company goes even further in voicing its 
sense of civic responsibility. Here’s what it tells its | 
employees in its policy~statement on jury duty: 
“We recognize jury duty as being an important obliga- | 
tion of American citizenship. When you are called, we con- — 
sider it a privilege to grant you time off with pay.” | 
Regardless of their motives for doing so, however, | 
it is a fact that most companies now pay their rank- | 
and-file employees when they answer the call to jury | 
duty. A study published by Tue Conrerence Boarp | 
two years ago! revealed that almost 53% of the hourly | 
employees in 276 companies lose no income while they | 
serve on juries and that the same is true for 86% of j 
the salaried employees in 287 companies. (See Table | 
1.) And since then, contract settlements indicate the 
number has increased. | 
As a rule, jury fees received by hourly employees are | 
deducted from their regular pay. Salaried employees | 
do even better in most companies; they receive full | 
regular pay in addition to jury fees. | 


PRACTICES REGARDING SUPERVISORS 


The employees covered in the 1957 study were all | 
rank-and-file workers. To round out the picture, the | 
Board recently undertook a survey to determine what | 
compensation practices are followed by companies } 
when their supervisory employees are summoned to | 
jury duty. | 

A total of 363 companies participated in this sur- | 
vey; 302 of them, or 83.2%, reported having a specific /} 


+“<Time Off with Pay,’ Studies in Personnel Policy, No. 156, | 
pp. 38-39. 


Hourly Salaried 
Non- Non- 
Practice Total % Mfg. mfg. Total % Mfg. mfg. 
Total companies ... 2.80.06. e ee 276 100.0 247 29 287 100.0 Qhh 43 
Allow time off with pay .............. 146 52.9 122 Q4 QA7 86.1 206 41 
Regular pay in addition to jury fees ... 30 10.9 18 12 153 53.3 125 28 
Difference between company pay 
ANG jury: Lees kis seep he gall Seat 116 42.0 104 12 94 32.8 81 13 


Source: “Time Off with Pay,” Studies in Personnel Policy, No. 156, p. 38. 
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plan for guarding supervisors against financial loss 
while serving as jurors. (See Table 2.) Included in 
the total are 208 of the 262 manufacturing companies 
(797%) , and ninety-four of the 101 nonmanufacturing 
companies (93%) that participated in the Board 
survey. 

It will be noted that the over-all percentage of 
companies that have plans for paying supervisors on 
jury duty (83%) is a little lower than the percentage 
of companies that reported paying rank-and-file 
salaried employees who perform this civic service 
(86%). The fact that different companies partici- 
pated in the two surveys may account for this. But, 
possibly more to the point, the need for actually 
formulating a plan is less likely to occur in the case 
of supervisors. In practice, many of the sixty-one 
companies that said they have no plan probably pay 
their supervisors for the time they serve as jurors 
without regarding this as a formal policy. Others may 
have a general leave program for executives that 
covers absences for jury duty. Or again, a specific 
_ plan for paying supervisors who serve as jurors may 
| not have been formulated for the simple reason, as a 
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few companies remarked, that “the situation has 
never arisen.” 


HOW SUPERVISORS ON JURY DUTY ARE PAID 


As in the case of rank-and-file salaried employees, 
supervisors usually come out ahead when they serve 
on juries. In 199, or about two-thirds, of the 302 com- 
panies with specific plans, they receive their full salary 
from the company in addition to whatever fees they 
are paid as jurors. 

A financial company expresses its policy in this 
regard as follows: 


“Your company recognizes the obligations of citizenship 
and, when an employee is called to serve on a jury, 
desires to cooperate fully. The general practice is that the 
company pays the employee his regular salary and the 
employee retains the jury fee.” 


An air transportation company adheres to the same 
practice, reasoning that the supervisor, while absent 
on jury duty, “still has responsibility for administra- 
tion of the department through his subordinates.” 

In seventy-four, or about a quarter, of the 302 


Table 2: Supervisory Employees—Paid Time Off for Jury Duty 


How Payment Is Made 


Companies Difference? Varying Pay Methods 
Industrial No. of with Full Pay Between Pay Pay Not 
Classification Companies Pay Plan Plus Fees and Fees Methods Disclosed 
AER UCOMPANING ©. JM. 5.2 beams ewies 363 302 199 74 8 21 
(83.2%) 
Manufacturing companies ............ 262 208 134 56 6 12 
(79%) 
PAICeraMbVeNG Parts ice ws. aise oid occas 8 7 5 Gs — — 
Automobiles, trucks and parts ......... 10 6 2 4 — = 
Electrical machinery and equipment ... 30 17 10 6 1 — 
Fabricated metal products ............ 15 10 5 A 1 —— 
Food and kindred products ........... Q2 20 15 5 —_— — 
Furniture and fixtures ................ 5 4 3 — 1 — 
Industrial chemicals, fertilizers, paints, 

CLR rea. one Sane a teow aissMieleraress 23 19 16 g 1 — 
Instruments and related products ...... 5 4 —_— 3 — 1 
Leather and leather products ......... 8 5 3 _ _— 2 
Nonelectrical machinery and equipment. 41 29 14 ll Q 2 
Paper and allied products ............ 12 10 6 Q — Q 
Petroleum products .................. 10 10 fi 8 —_ — 
Pharmaceuticals and soaps ............ 13 12 7 5 — — 
Primary metals—ferrous and nonferrous. 15 14 10 Q — 2 
Printing and publishing .....0-....... 2 Q 1 1 — — 
Railroad equipment .................. 5 4 3 — _ 1 
Rubber products .................... Wf 5 2 3 — —— 
Stone, clay and glass products ......... 15 14 12 1 — 1 
Textile mill products ................. 9 9 7 2) — — 
Tobacco products ...................5 3 3 3 —_ — — 
Miscellaneous, .h.a..24.0<0siesisecees ea ee 4 4 8 — — 1 
Nonmanujfacturing companies ......... 101 94 65 18 2 9 

(93%) 
PATER CSET Cia eee ots ore ald se, sieve diarahe eve 8 4 1 3 —_— a= 
ae ee, 16 15 11 Q as 2 
Psuranice merrier et ahi ot akin yet 23 Q2 18 2 — Q 
CLINGS rms liter s(ce cise Gieed Aedes le sa () 2 1 — — 1 
AMR ORCS mere ne ia ls ciaicen eis cscs faye 8 8 8 — — — 
Retail trade—department and 

PAGE Y; SLOLESI ng) i446 Sette o iile'y Aen 08 aha es 14 14 5 7 — 2 
Utilities—light, heat and power ....... 30 29 21 4, Q 2 


1In some companies, full pay is allowed but the supervisor is required to turn his jury fees over to the company. Three such 
companies, incidentally, permit the supervisor to deduct transportation costs from the jury fees. 
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companies with specific plans, supervisors are either 
paid the difference between their company salary and 
the jury fees they collect, or they are given full salary 
but required to turn over their jury fees to the com- 
pany. 

A large banking house that pays its supervisors the 
difference between regular salary and jury fees spells 
out its practice in these words: 


“Employees who are asked to serve on jury duty will 
be given leaves of absence. If the amount of their com- 
pensation for jury duty is less than their regular salary 
for the period of their absence, the bank will pay them 
the difierence.” 


The practice of granting full salary to supervisors 
but requiring them to surrender their jury fees to 
the company is stated in the following jury-leave 
policy of a leading manufacturer: 


“We believe that it is a mark of good citizenship for 
employees to serve when called for jury duty. Accordingly, 
the company gives each employee his regular paycheck for 
his normal earnings while on jury duty in exchange for his 
small jury fee.” 


The balance of the 302 companies with specific 
plans for paying supervisors on jury duty include 
twenty-one companies that reported having a plan 
but did not disclose how the payments are made, and 
eight companies that are shown in Table 2 as follow- 
ing “varying pay methods.” These eight companies 
have different plans for supervisors in different loca- 
tions or on different levels within the company. Their 
plans are outlined below: 


® Chemical company: Supervisors in the factory are 
paid the difference between their regular pay and their 
jury fees. 

Supervisors in the office get full pay while on jury duty. 

e Electrical machinery and equipment: Supervisors in 
the factory are allowed full pay while on jury service up to 
one week. If longer, a formal leave of absence must be 
recommended and processed. 

Supervisors in the office are allowed full pay while on 
jury duty with no time limitation specified. 

® Furniture and fixtures: Supervisors in the factory are 
not paid while on jury duty. 

Supervisors in the office are allowed full pay for such 
service. 

© Industrial machinery and equipment: Supervisors in 
the factory are allowed full pay while on jury duty. 

Supervisors in the office are paid the difference between 
their regular salary and their jury fees. 

© Industrial machinery and equipment: Supervisors in 
the factory receive no company pay while’on jury duty. 

Office supervisors are allowed full pay. 

® Public utility: No plan has been established for paying 
supervisors in the factory while on jury duty. 

Supervisors in the office are covered by an “informal” 
plan which provides that no deduction from a supervisor’s 
regular salary will be made while he is on such duty, as long 
as he works a “portion” of each day and it is not necessary 
to fill his position in the interim. 

e Public utility: Supervisors in the factory are allowed 


regular pay while on jury duty less all jury fees in excess — 


of $4 a day. 


Supervisors in the office are allowed their regular pay i 


with no deductions. 

© Fabricated metal products: The company has three 
classifications of supervisors in the factory, one of which 
is paid the difference between regular earnings and jury 
fees, and two of which are paid full salary. 

There is no plan that grants pay to supervisors in the 
office while on jury duty. 


CONDITIONS OF PAYMENT 


Ten of the 302 companies that pay supervisors who 
are on jury duty indicate that they expect the super- 
visor to express his good faith by appearing on the 


job when he is not actually required to be in court. _ 


A food company, for example, reports that it allows 
the supervisor the difference between his salary and 
his jury fees but “he is expected to work if he is not 
on jury duty a full day.” 


A public utility that allows the supervisor full pay ~ 


while he is on jury duty stipulates that “where con- 
venient and possible, supervisors are requested to 
report prior to and following jury duty each day.” 

An air transportation company puts teeth in its 
request for part-time company service from super- 
visors on jury duty. It allows them full company pay 
and “they can keep their jury fees provided they 
work any part of the scheduled forty-hour work- 
week.” 


TIME LIMITS ON JURY PAY 


In twelve of the 302 companies with pay plans for 
supervisors, the length of time the supervisor serves 
as a juror can affect the amount of pay he gets from 
the company. Three of these twelve companies im- 
pose an indefinite time limitation for receiving com- 
pany pay; they allow supervisors full pay provided 
the term of jury service is “of short duration” or is 
neither “excessively long” nor “for an extended 
period.” 

Time limitations of more definite duration are 
placed on salary payments in the other nine com- 
panies. A public utility grants full salary “less $3 per 
day ... for a period not to exceed five consecutive 


days”; for longer periods of jury service, reeommenda-_ | 
tion may be made to management for “special con- | 


sideration.” Two companies give full salary for up 
to one week of jury duty. Beyond that, situations are 
“handled on an individual basis” in the one company; 
and a “leave of absence must be recommended and 
processed” in the other. Another two companies pro- 
vide full pay for up to two weeks of jury service; 
but one of them allows the supervisor the difference 
between his pay and his jury fees if service is required 
beyond two weeks. An air transportation company 
pays supervisors “full salary for up to twenty days 
of jury duty,” while a chemical company permits 


“salary less jury fees for up to thirty days in any / 


MANAGEMENT RECORD 


\ 


one year.” Finally, two paper products companies 
compensate their supervisors for jury service “not 
exceeding four weeks”; in one case the compensation 
is the difference between company pay and jury fees, 
while in the other the supervisor gets his full salary 


in addition to the jury fees. 


DEFERMENTS FROM JURY DUTY 


As already pointed out, most firms take a civic- 
minded view of jury service. They not only encour- 
age their employees to serve, but pay them during 
their absence. However, there are times when the loss 
of a man to jury service can mean great hardship for 
a firm. This is especially likely to be so when the man 
who gets the jury summons is a supervisor. The firm 
that faces such a prospect may call upon the super- 
visor to request (and the courts to grant) a defer- 


ment of the service. 


Some companies automatically ask that their super- 
visors be excused as key employees whenever they 
are called to serve. This attitude—which may very 
well be justified by the nature of the operation— 
would seem to be implied in the policy statement that 
follows. 
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“It is the policy of the company to cooperate in every 
way with local and national governmental agencies in their 
official capacities, so as to facilitate the efficient handling 
of public business. Therefore, requests for exemption from 
jury duty will be made by the management only in the 
cases of key individuals whose absence will materially in- 
terfere with efficient plant operation.” 


In other companies, no attempt is made to keep 
supervisors from jury service unless the call to serve 
comes in the middle of an emergency. “When you are 
called for jury duty,” one company tells its super- 
visors, “we will encourage you to serve unless your 


absence will seriously interfere with routine plant 
operations.” “Only in unusual cases will postpone- 
ment from jury duty be asked,” a West Coast news- 
paper declares. An electronic products manufacturer 
says it wants “no employee to seek exemption from 
the civic obligation of jury duty on any but the most 
urgent grounds.” And a maker of aeronautical equip- 
ment states as its policy: “Excuses from jury duty 
are requested only in cases involving employees whose 
duties are considered essential at the time.” 


J. Roger O’Mmrara 


Division of Personnel Administration 


Management Bookshelf 


Human Understanding in Industry: A Guide for Supervisors 
—This is a popularly written training manual for foremen 
and supervisors. It is the product of two officers of the 
Menninger Foundation of Topeka, Kansas. Numerous line 
illustrations and miniature case-study problems are in- 
cluded with explanations of human relations principles. 
Each of the six chapters provides suitable material for a 
supervisory training course. By William C. Menninger and 
Harry Levinson, Science Research Associates, Chicago 10, 
Ilhnois, 1956, 104 pp., $2.25 (paper). 


Organizations—This book retraces, interrelates and tests the 


diverse approaches that have been taken to the subject 
of organizations by sociologists, followers of Taylor’s sci- 
entific management, business and public administration 
theorists, social psychologists, and economists. It incor- 
porates recent developments in our understanding of man 
as a decision-maker of limited rationality, and uses these 
developments to illuminate such topics as planning, cen- 
tralization and decentralization, and the nature of inno- 
vation. By James G. March and Herbert A. Simon with 
the collaboration of Harold Guetzkow and other members 
of the Graduate School of Industrial Administration at 
Carnegie Institute of Technology, John Wiley & Sons, 
Ine., New York, New York, 1958, 262 pp., $6. 


| Preventive Medicine in Labor Relations—This is not a 


medical publication. The “preventive medicine” in the 
title refers to precautions that can be taken to guard 
against labor relations problems. These precautions were 
developed in a series of workshops conducted by the Asso- 
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ciated Industries of Kentucky for the benefit of small 
companies that do not have specialists in the field of 
employee relations, communications, and industrial rela- 
tions. Included are a formula for getting employee loyalty, 
advice on how to handle a union election, tips on nego- 
tiations and arbitration, and suggestions that may make 
it possible to stay in business during a strike. By William 
F. Gutwein and Rayburn Watkins, Associated Industries 
of Kentucky, Louisville, Kentucky, 1958, 32 pp., $2. 


Walter Reuther—This book is subtitled “The Autocrat of 


the Bargaining Table,” and presents a generally unsympa- 
thetic view of the life of the United Auto Workers’ presi- 
dent. By Eldorous L. Dayton, The Devon-Adair Com- 
pany, New York, New York, 1958, 280 pp., $4.50. 


Rehabilitation in Industry—The importance of early reha- 


bilitation of the injured worker and the deficiencies of 
state workmen’s compensation systems in this direction 
are considered in this book. Each chapter concerns a dif- 
ferent type of physical impairment, and the impairment 
is looked at from the viewpoint of rehabilitation. Among 
the subjects covered (each one is written by a different 
specialist) are peripheral vascular disease, soft tissue in- 
juries, fracture rehabilitation, amputations, peripheral 
nerve lesions, management of patients with spinal cord 
injuries, head injuries, and back injuries. The book con- 
cludes with a chapter on vocational placement of disabled 
workers. Edited by Donald A. Covalt, Grune & Stratton, 
New York, New York, 1958, 154 pp., $6. 


A Company Explains Its Medical Service 


NLESS an employee understands the extent and 

limitations of his company’s medical service, he 
may become antagonistic toward the company’s medi- 
cal department and fail to utilize the service provided. 
This situation sometimes arises when a worker is re- 
fused treatment for an illness that is not work-con- 
nected and that requires more than temporary or 
emergency on-the-job care. If he does not understand 
what a preventive medicine and health-maintenance 
program is, the employee may become resentful and 
suspicious of this phase of company operations. 

The fault in such cases often stems from a lack of 
communication. A company may have a written policy 
statement signifying the objective and extent of its 
medical service, but it may have neglected to interpret 
this policy to employees who use the service. 

A concern that has taken steps to preclude mis- 
understandings of this kind is the Hercules Powder 
Company of Wilmington, Delaware. This company’s 
medical department has prepared a brochure entitled 
“How the Hercules Medical Department Can Help 
You to Keep Healthy.” Presented in the brochure is 
a full explanation of the company’s health-mainte- 
nance program and what it entails. The publication 
explains the function of the company doctor in con- 
trast to the employee’s personal physician, pointing 
out that the medical facilities of the company are 
planned to supplement and not to replace the com- 
munity doctor. The text of the brochure follows. 
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You, as a new Hercules employee, may be receiving for 
the first time in your life the advice of a medical department 
in industry. The Hercules Medical Department offers service 
in a way that is somewhat different from that of your family 
physician, making this an unusual relationship for you. 

As the department’s full value to you can be attained only 
through your understanding the functions of an occupational 
health service, this booklet describes the steps in preventive 
medicine and health maintenance made possible by your 
company. Knowledge of the work of the Hercules doctors 
and nurses will give you more confidence when you enter the 
first-aid room, and enable you to benefit more from the serv- 
ices offered. 

The Hercules Medical Department performs three principal 
jobs: periodic health interviews and physical examinations, 
cooperation with your physician, and first aid or emergency 
attention. Let’s look at each of these. 


PHYSICAL EXAMINATIONS 


Preplacement physical examinations are given to all men 
and women applying for jobs with Hercules. These examina- 
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tions make sure before you come to work, that you are 
physically fit for the job, and that you know your personal 
physical condition. 

Subsequent physical examinations at annual or other inter- 
vals thereafter keep a periodic check on your well-being. 
They are strongly recommended by the company in an effort 
to help you keep your good health. 


Examinations at the employee’s request usually are made > 
to check early signs and symptoms of health impairment 


which seem to be, at least to the employee, evidence of a_ 
developing malady that may-need attention. 


Following an illness or other absence of thirty days or 4 
longer, a medical examination determines your fitness to re- — 


turn to work at the job planned for you. This examination is 
required by the company in an effort to make sure that you 


are not assigned to a job for which you are not physically — 


qualified. 
Cancer-detection examinations for women over twenty-five 


years of age are offered to help in the early recognition of | 
detectable cancer in our Herculettes. These examinations are — 
voluntary, and have met a need among Hercules women for 


early detection of this dread disease, as well as easing the 
minds of many who felt that they might have cancer. 

In general, company “physicals,” as we call them, are 
screening examinations which seek evidence of continuing 


good health, as well as the more common signs of early health 4 
impairment. The results of the physical examinations are | 


confidential, just as they would be in your own family doc- 


tor’s files, and are never disclosed without your permission. 


COOPERATION WITH YOUR PHYSICIAN 


A second job of the Medical Department is that of co- 
operation with, and assistance to, your physician. Your — 
health is better protected when the physician in industry | 
and your personal physician, both concerned with your well- | 
being, are aware of your health problems. A copy of the 
findings of your physical examination will be sent to your — 


personal physician if you request it. The summary can be 


sent, whether or not any sign of ill health has been found, | 
and you are free to request the Medical Department to do so. i 

Furthermore, in addition to your yearly “physical,” cer- 
tain clinical laboratory tests, such as blood counts, urinalyses, © 


and screening tests of blood sugar, can be performed in the 


department upon the written request of your physician, pos- | 
sibly saving you the time required to go to a hospital for — 


them. 
FIRST AID 


A third job of the department is the provision of first aid | 
for minor illnesses and injuries which may befall employees — 
while they are at work. Headaches, colds, stomach upsets, | 


nausea, cuts, bruises, and minor infections occurring during 
working hours are the sort of ailments the Medical Depart- 
ment is prepared to treat as emergencies, and you should 
lose no time in reporting such illnesses to the department | 
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for its attention. The proper medical treatment either will 
be supplied or suggested to you, depending upon your best 
health interests and the facilities within the department. 
Illness of a more serious or prolonged nature requiring more 
than temporary or first-aid care is a matter for your per- 
sonal physician. In such instances the department doctor or 
nurse will advise you that treatment should be obtained in 
your physician’s office, at home, or in a hospital. 


“MEDICAL” DOES NOT REPLACE YOUR PHYSICIAN 


The Medical Department does not go beyond first-aid 
care, emergency and temporary treatment, or professional 
guidance for several reasons. The company has not at- 
tempted to duplicate in its Medical Department the excep- 
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tionally fine facilities in your community, which are available 
to Hercules people. When an illness occurs during working 
hours, and continues beyond a few hours, the employee will 
not stay at his workplace but at home or elsewhere under 
conditions in which only his personal physician can supply 
adequate and continuing medical coverage. The medical fa- 
cilities in the home office have been planned to supplement, 
and not to replace, medical and hospital facilities otherwise 
provided in the community. 

The Medical Department can be of great assistance to you 
in maintaining good health. Call upon its personnel for first 
aid or emergency treatment as often as you need it. The doc- 
tors and nurses will welcome your inquiries and show you 
the way to get the treatment you may need. 


Price Rise in November Index 


THE RETAIL PRICE LEVEL rose to a new high, as con- 
sumer prices increased 0.4% over the month. More 
than half of the rise, however, occurred in transporta- 
tion and was of a seasonal nature, reflecting the intro- 
duction of 1959 car models. 

This advance brought Tar Conrrerence Boarn’s 
all-items index for the United States to 107.8 (1953= 


100), which was 1.8% above year-ago levels. The pur- 


chasing value of the November dollar fell to 92.8 cents 
(1953 dollar=100 cents). This was 0.3 cent below 
the previous month’s value and 1.7 cents below No- 
vember, 1957. 

The price picture in general was fairly stable in 
November. Food and apparel prices were each up 
0.1%, with costs of housing and sundries items both 
0.2% higher. Transportation, on the other hand, in- 
creased 1.9% over the month. 

The advance in the transportation index was 
brought about mainly by the higher prices on new 
cars, up 8.1% over the month, and 1.0% above the 
November, 1957 level when the 1958 models were in- 


| troduced. The reason for the sharp rise over last 


month was that the new car market had been de- 
pressed while awaiting the 59 models. The automobile 
transportation index rose 2.3% over the month, while 
public transportation rates were up only 0.2%. 

The fractional upturn in food prices resulted from 
continued lower prices for meat, fish and poultry be- 
ing pretty much balanced by a seasonal upswing in 
the cost of vegetables and fruits. Meat, fish and poul- 
try items were 0.8% cheaper than the previous month, 
as heavy supplies of beef, pork and poultry pulled 
prices down. Although many items within the food 
group were cheaper, the only other subgroup to reg- 
ister a decrease was the “other food” index, which 
dipped 0.2% under the influence of price drops for 
fats and oils and coffee. Vegetable and fruit prices, up 
1.9%, reflected increases for fresh fruits and vegeta- 
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Index to Be Discontinued 


Tue Conrerence Boarp will shortly discontinue 
publication of its consumer price index, thus bringing 
to a close a statistical series which was pioneered by 
the Board in 1918. The last report will cover trends 
in December, 1958. 

The action was decided upon, with approval of the 
Trustees, after a general evaluation of Conference 
Board research services. The Board believes it is no 
longer necessary to compute a consumer price index 
when the official index compiled by the Bureau of 
Labor Statistics is so widely used. Furthermore, by 
eliminating its index, the Board will free resources 
which can be diverted to other research activities, and 
thus increase the value of its total research output. 
At the same time, the Board will follow closely and 
continue to analyze the month-by-month develop- 
ments in the official index. 

The Board also plans to intensify its efforts in the 
analysis of price behavior, price relationships, and 
consumption economics. The present step represents 
a change in emphasis to meet the changing needs of 
Board Associates. 


bles (specifically, tomatoes, lettuce and oranges) as 
well as canned and dried fruits and vegetables. Cereal 
and bakery products were 0.2% higher. The dairy 
products and eggs group was also up 0.2%, as milk 
prices rose 0.5%. 

Housing costs were up primarily because of seasonal 
increases in fuel prices. Advances also occurred in 
rents, housefurnishings and household operations. Ap- 
parel costs inched up, with both men’s and women’s 
apparel 0.1% more expensive. The cost of clothing 
materials and services was unchanged over the month. 

The sundries index rose in response to higher prices 
for medical care, personal care and recreation. 


Consumer Price Index—United States 
Cities over 50,000 population 


1953 = 100 : 
bie Ca yt ek EN PERS Bs es aE ER Re I FN SR a SN Se 
FOOD HOUSING 
ALL 
ITEMS Meat, | Cereal, | Dairy | Fruits, | Other Fuel, Power, Water 
Total Fish, Bakery | Products, Vege- Food at Total Rent c- 
Poultry | Products Eggs tables Home Total Gas tricity 
195% Aprils) satin tas 103.9 100.6 93.1 108.6 95.6 105.2 111.0 105.4 109.4 108.8 109.4 102.2 
Marie pes shite nat 104.1 101.1 93.9 108.9 94.7 108.7 110.2 105.4 109.5 108.5 109.5 102.3 
ime eM ea ke 104.5 102.0 95.7 109.3 94.0 111.3 110.0 105.5 109.6 108.3 109.4 102.4 
SUB ACRE SEN aE 104.8 102.8 97.2 109.6 95.0 111.9 110.0 105.5 110.1 106.6 106.7 102.7 
AIS USt ice ak i Gianni 105.1 103.5 99.9 109.8 97.4 108.2 110.0 105.5 110.2 106.4 106.8 102.7 
September........ 105.3 103.6 100.3 109.9 99.6 105.4 110.0 105.7 110.3 106.6 107.0 102.7 
Octobers oceans 105.4 103.5 99.2 110.2 102.0 104.0 109.0 106.0 110.9 106.9 106.9 102.7 
November........ 105.9 103.5 97.9 110.6 103.4 104.9 108.7 106.1 111.0 107.3 108.4 102.7 
December......... 106.0 103.6 97.8 110.7 103.4 105.3 108.4 106.3 111.1 107.4 108.4 102.7 
1957 Annual Average... 104.6 102.1 96.0 109.2 98.0 106.5 110.0 105.5 109.9 107.7 108.4 102.5 
1958 January.......... 106.3 104.5 99.3 110.9 102.5 108.7 108.5 106.8 111.4 110.1 113.6 103.1 
MEDEWATY < s dlen ist sy3 106.6 105.4 101.8 1 100.9 111.8 108.6 106.9 LIA6 110.0 113.7 103.3 
IVIATON Z), Peseta ders 106.8 106.4 103.5 111.2 100.9 115.4 108.5 106.8 111.6 110.2 114.2 103.3 
ADE coe po sheae es 107.2 107.6 105.9 111.4 99.8 120.2 108.2 106.8 111.9 109.8 114.5 103.3 
WES 2 hain ean 107.3 107.8 106.6 111.7 98 .4 122.5 108.0 106.8 112.0 109.3 114.9 103.3 
PUIG 2 ser.h5. erate x tees 107.5 108.1 108.0 111.5 97.8 122.7 107.9 106<8 | “112.0 109.5 115.1 104.0 
6 ALAA ced epee eae es 107.4 107.8 108 . 4 WS ie 98.2 119-4 107.6 | 106.5 LES 106.5 109.6 104.1 
PRUGUIBE Se ayn se, AUS 107.4 107.2 108.2 111.8 99.6 114.3 107.6 106.6 112.2 106.9 109.8 104.3 
September........ 107.5 107.1 107.8 112.1 101.1 112.2 107.1 106.7 112.3 LOToL 110.0 104.3 
Getobercncas in asus 107.4 106.7 106.8 112.8 101.4 110.7 106.8 106.8 1203 108.0 111.7 105.2 
November........ 107.8 106.8 105.9 113.0 101.6 112.8 106.6 107.0 112.4 108.3 L132 105.3 
HOUSING (continued) APPAREL REBASED INDEXES 
TRANS- CHASING|__—s«| Purchasing 
POR- |SUNDRIES} VALUE AllItems | Value of All Items 
Furnish- Other Men’s Women’s | TATION OF (January January, (1947-49 
ings,’ Household Total Apparel Apparel DOLLAR | 1989=100) 1989 =100) 
Equipment | Operations Dollar 
POD CA PIE soi sana 100.5 105.3 101.1 102.5 98.5 107.4 106.3 96.2 188.7 53.0 | 118.3 
MAY etic ctsaneors 100.4 105.5 101.2 102.6 98.5 107.4 106.5 96.0 189.1 52.9 118.5 
UNE hie hoes 100.5 105.6 101.2 102.6 98.5 107.5 106.7 95.7 189.7 52.7 118.9 
Daly ees tects wks 100.4 105.9 101.2 102.6 98.4 107.6 107.2 95.4 190.3 52.6 119.2 
August. 2542. Mrs 100.3 106.4 101.5 102.7 98.7 107.6 107.7 95.1 190.9 52.4 119.6 
September........ 100.8 106.6 101.8 102.8 99.3 107.6 108.0 95.0 191.2 52.3 119.9 
Octoberi sss. ves. 101.0 107.1 102.0 102.9 99.5 107.4 108.3 94.9 191.4 52.2 120.0 
November........ 101.0 107.3 102.0 103.0 99.5 110.3 108.6 94.5 192.2 52.0 120.5 
December........ 101.0 107.8 102.0 103.0 99.5 110.2 108.9 94.4 192.4 52.0 120.6 
1957 Annual Average... 100.5 106.0 101.4 102.6 98.8 108.0 107.1 95.6 190.0 52.6 119.1 
1ORS. SANUALY <i se cs rec 101.0 108.1 102.0 102.9 99.5 109.6 109.1 94.0 193.1 51.8 121.0 
February......... 101.0 108.4 102.0 102.7 99.5 108.8 109.3 93.8 193.5 51.7 121.3 
Marchi disco sies 100.7 108.6 102.0 102.6 99.6 108.5 109.4 93.6 194.0 51.5 121.6 
ATE ee Sateen 100.5 108.8 102.2 102.9 99.6 108.5 109.6 93.2 194.8 51.3 122.0 
IES a Ted eee 100.3 109.0 102.0 102.8 99.4 108.8 109.7 93.2 194.9 51.3 122.2 
PUNE WE celled eects 100.3 109.1 102.0 102.8 99.4 109.1 109.8 93.0 195.2 5122 122.3 
DULY 02 8 Ge ce bG 100.0 108.9 101.9 102.6 99.3 109.8 110.0 93.1 195.0 1.3 12972 
PRHOVISE uette sina 99.9 109.3 101.9 102.6 99.4 110.4 110.5 93.1 195.1 61:8 122.3 
September........ 100.1 109.4 102.1 102.7 99.5 110.4 110.7 93.0 195.2 51.2 122.3 
Octobers cs oicnas 100.1 109.4 102.2 102.8 99.7 110.2 110.8 93.1 195.1 51-8 122.2 
November........ 100.4 109.6 102.3 102.9 99.8 112.3 111.0 92.8 195.7 51.1 192.7 
Consumer Price Index—United States 
Annual Averages 1914-1957° 
1953 = 100 
Purchasin i i i 
Year AllItems | Value ae Year All Items Pnasies Year All Items Ryan Year All Items Ane 
Dollar x Dollar Dollar Dollar 
|) ee 40.3 948.1 || 1925)... .. 67.8 147.5 |} 1936....... ‘64.8 182.5 || 1947 200s... 84.7 W8i1 49 
OVD iets ttl 40.0 Z5OKO Wy LOSE). esol 68.3 VAG), 40 N) AQS HOS | Sone 57.2 U4 81] GAS eh er 90.1 111.0 
VOTE as oe 43.0 239 Gil ODT eae ak 66.9 4925) |) LOSB Wan 55.7 179.5 || 1949.0... 88.8 112.6 
AIS Ui Qe ae tag 51.3 194.9) 1988s oe. 65.9 GS) Uy ean | fl et 55.0 ge) es) | Ke sf 8 a 90.0 111.1 
OS ts eta 59.5 168.1 |} 1929....-... 65.6 152.4 || 1940....... 55.4 E8078 1) LOS as 97.0 103.1 
BOLO ici fst 67.6 DATO WNW VOBO.\ eires 63.4 LS 7. | VOATEN ae pes 58.3 hy G1 WEE ova Naot 8 9p aeaeep e 99.5 100.5 
TY) Sea ae 77.8 RRM LOST etwas 57.0 75. 46} 194225) 0 os 64.5 15520 M1968), eh cs 100.0 100.0 
ODA ere a inte 66.8 LONG Hi LOG eiaiet exeore 50.9 196.5 |} 1943....... 68.2 146.6 || 1954....... 100.2 99.8 
NOB eae 63.6 USB LOSS bok aneeel, 49.0 204.1 || 1944....... 69.1 T44 WW A9SE SO. oo 100.3 99.7 
I Ae 65.4 DEQ ON LOS ee oS §1.8 alt? span feet | ne Gee eee eae 70.2 142.5)|| 1956....... 101.9 98.1 
1 7 ss ee 66.1 MoS PuLode weanictares 53.6 186.6 || 1946....... 74.9 188.5 || 1967 .....08. 104.6 95.6 


a Indexes from 1914 through 1919 are for the month of July only and are not annual averages. 


Consumer Price Indexes for Individual Cities 


NOTE: These indexes show changes in consumer prices only. They do NOT show intercity differences in price level or standards of living. 


Cities Surveyed Monthly 


1953 =100 Percentage 1953 =100 Percentage 
anges anges 


Oct. 1958 |Nov. 1957 Oct. 1958 |Nov. 1957 
t 


Nov. 1958 | Oct. 1958 | Nov. 1957 (0) to Nov. 1958 | Oct. 1958 | Nov. 1957 ° to 
Nov. 1958] Nov. 1958 


Chicago Los Angeles 
Bao sty 3 ye : ‘ 4 Y ; All Weems aiances cee 8 +2.0 
Pee eae tore | 107.6) 104.9) -O.7 1 +3.9 | ° Boodis.: coc. ee... 4 +3.6 
Peeper eocOm SE | LIT A Old) 0.5 | | Mousing ss). oi.005. Q +0.9 
Bee eae ; ; é evacuated: 1 +0.6 
Transportation..... ‘ : : : ; Transportation..... 7 +1.3 
Puneries= je. < fe 84 sis a ; ; j Sundries........... Q +2.4 
Bd Shinde Ta ae A Per ae Mes aib ers 8 +2.4 
teem avetin de raniena's 3 Sd Sta Vi ct 2 +5.5 
Way ae Sere 1 RR vabat 28 types 8 +0.8 
SHAN Oe be 1 Mises any shexace 0 —0.5 
Transportation..... 5 Transportation..... a5 +0.8 
Sundries........... #5) Sundnies jf canes 0 +1.9 
Cities Surveyed Quarterly 
= Percentage aE Percen 
1953 =100 os peer 1953 =100 bese 
Aug. 1958 | Nov. 1957 Aug. 1958 |Nov. 1957 
Nov. 1958 | Aug. 1958 | Nov. 1957 to to Nov. 1958 | Aug. 1958 | Nov. 1957 0 to 
Noy. 1958 | Nov. 1958 Nov. 1958 |Nov. 1958 
Akron Duluth-Superior 
Pal tems J os.co cna ss: 108.6 107.9 106.7 +0.6 +1.8 | AllItems............ 108.5 108.3 106.3 +0.2 +2.1 
BGORS io Ue aration ss 106.5 106.2 103.9 +0.3 +2.5 MEO OG ee era aie cava asi oes 106.9 108.5 103.4 —1.5 +3.4 
Housing... 2055.0. 107.4 106.9 107.3 +0.5 +0.1 Housing nee. 107.5 107.3 107.2 +0.2 +0.3 
1:40) 0. A Pe Re 101.0 100.4 101.2 +0.6 —0.2 Apparel).\: si0c54:.2\6. 100.7 100.6 100.5 +0.1 +0.2 
| Transportation..... 117.9 115.7 111.3 +1.9 +5.9 Transportation..... 115.4 111.7 PLO. 7. +3.3 +4.2 
. pMMITIES a henscie ed 111.9 SL Rass 110.0 +0.4 +1.7 Sundries: 2... LOST 112.1 109.8 +0.5 +2.6 
Baltimore Richmond 
AlliItems.......0.. 65 108.0 107.2 105.6 +0.7 1-93) | All Ttems.. os. esas 105.7 105.3 104.2 +0.4 +1.4 
OC ys. My ataaath a9 105.7 105.5 102.1 +0.2 +3.5 | Meyers I AAS We ae oe 101.8 102.7 100.3 —0.9 +1.5 
Housing sos acess 106.8 106.8 105.8 0 +0.9 Housing ).0. s .)6s)-. 105.9 105.7 105.5 +0.2 +0.4 
Apparel, 02.54.55. 102.7 102.9 102.6 =0.2 +0.1 Apparel........... 100.9 101.1 101.6 —0.2 —0.7 
Transportation..... 114.2 109.2 111.1 +4.6 +2.8 Transportation..... 109.2 106.6 109.0 +2.4 +0.2 
RSIHECTIES . ci. feral dg. )alcre 113.5 112.4 109.3 +1.0 +3.8 Sundries)... 4065 111.6 110.5 106.5 +1.0 +4.8 
Boston Rochester 
|All Items pahatete anes oho 108.0 108.1 106.7 —0.1 U2 WAIP Themis ocak cule as 107.6 107.8 106.1 —0.2 +1.4 
BLOG otek ce sseie- a's 104.7 105.9 103.2 —1.1 +1.5 HOO Epa te ebevsua uate to 107.1 109.7 106.2 —2.4 +0.8 
HOUSING. eo sles 109.5 108.9 109.1 +0.6 +0.4 ETOUSINGY Verse elem 105.2 104.7 104.2 +0.5 +1.0 
Apparel. .......... 103.1 102.6 102.0 +0.5 +1.1 Apparelity). 298.4. 100.9 100.3 101.0 +0.6 —0.1 
| Transportation..... 109.5 108.7 107.9 +0.7 +1.5 Transportation..... 110.6 108.0 109.2 +2.4 +1.3 
#) Sundries........... 113.2 113.0 110.7 +0.2 +2.3 Dundries). wc. aka 114.0 113.9 109.8 +0.1 +3.8 
; Chattanooga ; ; ; St. Louis 
VAll Items............ 104.9 | 104.9 104.1 0 +0.8 | AllItems............ 106.5 105.8 104.3 +0.7 +2.1 
WGpeood:..) sects i. 101.3 102.3 99.8 sx eeke) +1.5 Hoodie ousn elnavutsces 104.3 104.4 102.0 —0.1 +2.3 
EE OUSING 2.:.d0) is «ay 102.8 102.5 102.8 +0.3 0 Hovsine are 105.1 104.4 104.1 +0.7 +1.0 
PNT! Seka eave, os 104.6 104.2 105.0 +0.4 —0.4 Apparel coheed saat. loos 104.9 103.8 104.1 +1.1 +0.8 
Transportation..... 112.7 110.2 111.8 +2.3 +0.8 Transportation..... 113.3 111.0 107.6 +2.1 +5.3 
POUDETIES sie we Sys 110.3 110.6 108.3 —0.3 +1.8 Sundriesie cus! . des 108.9 107.9 106.0 +0.9 +2.7 
Dallas f San Francisco-Oakland 
) LUG ee 106.6 106.0 104.3 +0.6 +2.2 } AllItems............ 108.6 108.1 106.2 +0.5 +2.3 
PHOOGE ES Fsle. kvaurs cues 104.1 105.0 100.4 —0.9 +3.7 IRGOGM eave ta lene 108.8 108.2 103.5 +0.6 +5.1 
Housing. .....53 6... 103.4 102.9 104.0 +0.5 —0.6 Housing.) . 0... 107.9 107.4 106.0 +0.5 +1.8 
Appare)./ sik. oS 102.3 102.0 102.3 +0.3 0 Apparels, 0.40.05... 102.5 102.6 102.7 —0.1 —0.2 
Transportation..... 112.6 110.0 108.9 +2 .4 +3.4 Transportation..... 107.8 107.7 | 106.8 +0.1 +0.9 
SUMOTICS':) ie. yne 5 112.3 111.3 LO7 27, +0.9 +4.3 Sundries, 0... . 4 112.8 112.0 112.0 +0.7 +0.7 
q Detroit Wilmington 
WAI Ttems) 5.5.45). f. 108.2 108.3 107.4-| —0.1 +0.7 | AllItems............ 107.4 107.0 106.2 +0.4 +1.1 
(C  ULACGYGYs I ea oe 109.7 110.2 107.2 —0.5 +2.3 Roads wernt 103.2 104.3 102.4 —1.1 +0.8 
Housing......... ..| 106.5 106.4 106.7 +0.1 —0.2 ous ane. 107.2 106.2 105.9 +0.9 Se 
INDPATEL ecm evs 5 « 101.5 101.7 | 102.0 —0.2 —0.5 Apparels iiiuuse bas 102.1 101.9 102.3 +0.2 —0.2 
Transportation... . 108.9 108.7 109.0 +0.2 —0.1 Transportation..... 110.2 108.1 108.4 +1.9 +1.7 
Sundries... ies ess 112.2 112.0 110.9 +0.2 +1.2 Sundries: von sae 115.7 115.2 113.7 +0.4 +1.8 


Labor Press Highlights 


A Look at Labor Education 


ESPITE an increasing number of labor schools, 
week-end conferences, students, and dollars ex- 
pended, the end results of labor-education programs 
are “far from satisfactory.” With this opening state- 
ment, Russell Allen, education director of the AFL- 
CIO’s Industrial Union Department, and former edu- 
cation head of the Paper Makers’ union, takes a 
searching look at what is wrong with labor education. 
Mr. Allen’s comments appear in a recent issue of the 
IUD Digest. 
A number of basic questions trouble those who run 
labor-education programs, says Mr. Allen. These ques- 
tions fall into the following four categories: 


1. What is to be taught? Should union education 
programs concentrate solely on the immediate col- 
lective bargaining goals of a union or local? If this is 
done, says Mr. Allen, how are union officers and 
members to think about their long-range objectives? 

2. Who is to be taught? Full-time union officers, 
part-time officials and rank-and-file union members 
all need training and education in different forms. 
Too often, Mr. Allen comments, all three groups are 
lumped together and fed an “educational mine- 
strone” which has a little bit of everything for 
everybody, but satisfies no one. 

3. Who will do the teaching? Should individual 
unions, groups of unions, or universities do the 
teaching? Or, asks Mr. Allen, does the labor move- 
ment need another “labor college” similar to Brook- 
wood?? 

4. What are the goals of labor education? Al- 
though no two unions agree on what they want, Mr. 
Allen suggests that as a minimum goal the “union 
movement proposes to provide its own officers and 
staff with the training to do their immediate jobs 
effectively, with the education to understand the 
past and present role of unions in our society, and 
with the essentials of political understanding.” 


Having outlined a minimum goal for labor educa- 
tion, the I[UD’s education director then takes a look at 
how well present-day education programs measure up 
to this minimum. “The record varies,” he remarks, 
“but by and large the labor movement is not meeting 
this primary job with anything approaching adequacy. 
There is no full-time or even fairly continuous center 
where officers and representatives can get such train- 


+ Brookwood Labor College operated from 1921 to 1936 as a two- 
year resident school for students from the ranks of labor. 
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ing systematically, wnder trade-union auspices, when 
in fact there should be a dozen such centers through- 
out the country.” A very few individual unions, such 
as the Ladies’ Garment Union, operate education 
centers, but this, Mr. Allen implies, is a drop in the 
bucket. 

As a result of the lack of facilities, union officers 
have to look for guidance where they can find it. Union 
policy in certain areas, if it is mentioned at all, is only 
given the most incidental attention, says Mr. Allen. 

In summary, Mr. Allen suggests that labor educa- 
tion should do the following: 


1. It should equip union officers to do their im- 
mediate jobs in collective bargaining. 

2. It should also educate in “those subjects which 
link all trade unionists in common social and eco- 
nomic purposes”—for example, trade union history 
and philosophy. “Bargaining will always be a pri- 
mary concern, but it cannot be an exclusive concern 
without serious political consequences,” maintains 
Mr. Allen. 1 

3. When university programs are utilized, there 
should be joint responsibility for the program 
taught. 

4. The labor movement should consider offering 
opportunities for long-term study, either under its 
own auspices or in cooperation with universities, 
and should assume responsibility for the program, 
financing and recruitment. 


Unions Report on Finances 


The International Brotherhood of Teamsters ran up 
an operating deficit of $301,733 during the six months 
ending June 30, 1958. Although the union’s operating 
revenue amounted to more than $3.7 million, expenses 
totalled slightly more than $4 million. The two larg- 
est single expenses were for organizing ($974,000) 
and strike donations to subordinate organizations 
($939,000) . 

Despite its operating deficit, the Teamsters’ net 
worth rose from $38.5 million at the end of 1957 to 
$38.8 million at the end of June, 1958. Offsetting the 
deficit was a net income (principally from invest- 
ments) of more than $634,000. 

Excerpts from the latest financial report of the 
Teamsters’ union, as well as those of ten other labor 
organizations, can be seen in the accompanying table. 
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In each case the financial report appeared in the indi- 
vidual union’s publication. 


UAW Strike Fund Position 


There is virtually “no possibility” that members of 
the UAW will receive a rebate of any part of the 1958 
special strike fund assessments, reports the UAW’s 
Solidarity. In a letter to local union presidents and 
financial secretaries, UAW Secretary-Treasurer Emil 
Mazey explains why he believes the union’s executive 
council, when it meets early in 1959, will arrive at this 
decision. 

According to Mr. Mazey, by the end of October, the 
balance in the strike fund amounted to slightly more 
than $28 million. Before negotiations for a “substantial 
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segment” of the union’s membership are completed, 
Mr. Mazey anticipates that this balance will be re- 
duced to a figure below $25 million, the point above 
which rebates may be posssible. 


The union’s special convention in early 1958 voted 
that dues rebates of all strike fund money over $25 
million could be ordered on a pro-rata basis if the 
union’s executive board determined that the following 
conditions were met: (1) the bargaining demands of all 
substantial segments of the union had been achieved, 
and (2) that $25 million was adequate to insure sup- 
port of those small membership segments that had not 
achieved their demands. 


+ Background of the strike rebate resolution can be found in the 
Management Record, February, 1958, p. 53. 


Finances of Eleven Labor Organizations, as Listed in the Labor Press 


Union(?) and Source of Data Period Covered 


American Federation of Labor—Con- July 1, 1957 
gress of Industrial Organizations to 
The American Federationist June 30, 1958 
Bricklayers July 1, 1957 
Bricklayer, Mason and Plasterer to 
June 30, 1958 


Total Assets 


$7,541,289.602 


(net worth, $23,342,119.48) 


Total Total Income 
Liabilities Per Capita Tax Including Total Expenses 
Per Capita Tax 
$1,110,093.78% $9,364,251.71¢ $9,724,190.162 $9,623,607.50° 
3,230,096.33° 4,341,252.78 2,910,798.64 


‘Electrical Workers (TUE) 
' TUK AFL-CIO News 


Electrical Workers (UE) Ind. 
UE News 


August 1, 1957 

to 
July 31, 1958 2,389,653.79% 158,896.35%  5,341,918.12¢ 
August 1, 1957 


to 


5,400,127.34%  5,162,045.83 


July 31, 1958 1,292,185.11 59,458.14 994,477.35 1,237,043.02 1,184,020.94 
National Maritime Union October 1, 1958 
NMU Pilot to 
October 31, 1958 410,243.86°¢ nl. 176,164.502 265,988.08 212,280.70 
Sailors Union of the Pacific 
(Affiliate of Seafarers International June 28, 1958 
Union) to 
West Coast Sailors September 27,1958  1,623,185.26¢ nl. 112,559.007: 126,212.06 105,765.82/ 
Steelworkers January 1, 1958 
Steel Labor to 
June 30, 1958 34,293,534,12 655,649.25  13,813,979.98" 14,401,649.68 12,869,801.50 
Street, Electric Railway Employees January 1, 1958 
The Union Leader : “to : 
June 80, 1958 311,662.07* nl. nl. 455,748,295 336,986.65 
Teamsters, Ind. January 1, 1958 
The International Teamster to 
June 30, 1958 40,756,531.46 1,923,799.92 3,368, 158.007 3,710,276.377  4,012,010.317 
Typographical Union September 21, 1958 
The Typographical Journal to 
October 20, 1958 10,965,610.21 nl. nl. 1,623,538.44 1,344,346.46 
Upholsterers January 1, 1958 
UIU Journal to 
March 31, 1958 259,585.04 115,382.75 178,102.79 266,255.05 252,577.61 
1 All unions are AFL-CIO unless otherwise indicated f. General fund only 
nl. Not listed ; g- Dues and assessments 
a. General fund and defense-fund _ h. Does not include $18,8$4,684.24 dues refunded to locals 
6. Income from subordinate unions t. Balance in general fund 
¢. Balance of cash available for general fund as of October $1, 1958 j. Operating revenue and expenses. Does not include $711,769.15 in “financial’’ 
d, oeisnls dues collected from all ports se revenue (primarily from investments) and $77,189.31 in “financial” expenses. 
e. Cash and securities 
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Although the UAW’s strike fund reached its goal of 
$40 million in September, the secretary-treasurer said, 
strike donations—including $10.5 million to General 
Motors locals alone—led to a substantial depletion of 
the fund. 


Meany on Third Party 


“American labor will not hesitate to form a third 
party if need be in order to protect its rights against 
the assaults of reactionary forces in the old parties.” 
This declaration, says the Hat Worker, was made by 
AFL-CIO President George Meany at the founding 
convention of the recently merged New York State 
AFL-CIO. According to this newspaper, Mr. Meany 
made his statement after warning of the “terrific chal- 
lenge” facing labor’s programs, which, he said, are 
being labelled “socialistic.” 

(Shortly after this Walter Reuther is reported to 
have stated at a news conference of the Industrial 
Union Department of the AFL-CIO that Mr. Meany 
was “misunderstood” in his remarks. Mr. Reuther is 
said to have opposed the creation of a labor party.) 

Commenting on the same subject, an editorial in the 
MESA Educator advocates the formation of an inde- 
pendent labor party. This publication, voice of the 
Mechanics Educational Society of America, AFL-CIO, 
remarks: 

“Tt is our hope that this idea grows and takes hold, 
since the MESA has for years been pointing out that the 
workers can only achieve real and lasting results by having 
their own candidates and their own political party.” 


Textile Workers Call for Industry-Wide Pay Hike 


President William Pollack of the Textile Workers 
Union of America, AFL-CIO, has called upon his 
union and other unions to “bring full pressure to bear 
upon textile employers to break the freeze on wages 
which has prevailed in our industry since the fall of 
1956.” Although the union has not set a definite cents- 
per-hour demand, Textile Labor reports that members 
of the union’s executive council have pointed out that 
productivity in the industry has increased by 18% 
since the last general wage increase. “Despite these 
favorable factors,” the executive council declared, “the 
textile industry has taken no steps to raise wages.” 

At the same time, the Textile Workers Union is in 


the forefront among unions calling for an increase in 


the federal minimum wage from $1 to $1.25 an hour. 


Teamsters to End Cooperation Pacts with AFL-CIO Unions 


In order to “avoid embarrassing their friends,” the 
International Brotherhood of Teamsters, ind., is mak- 
ing formal arrangements to cancel cooperation agree- 
ments with international unions affiliated with the 
AFL-CIO. This move, reported in The International 
Teamster, follows upon the heels of AFL-CIO Presi- 


dent George Meany’s order that all alliances between 
federation affiliates and the Teamsters be dissolved as | 
quickly as possible.1 

According to Teamster President James Hoffa, | 
“there wasn’t one single president or one single execu- 
tive board of those international unions that was de- 
sirous on his own of cancelling those pacts, because the | 
record of their success will speak for itself.” However, | 
indicates The Teamster, arrangements will be made to | 
cancel formal agreements, while continuing a policy of 
cooperation at all local levels. 


Seafarers' Vacation Plan Pays Out $10 Million 


Members of the Seafarer’s International Union have 
received more than $10 million in vacation benefits ‘ 
since the SIU vacation plan began operating in 1952, | 
reports the Seafarers Log. The plan now provides | 
vacation pay at the rate of $360 per year, and is | 
financed through ship operator contributions to a cen- | 
tral kitty for each day a seafarer works. 

According to the Seafarers Log, the SIU vacation | 
plan was the first of its kind in the maritime industry. | 
Prior to its negotiation in 1951, the only way a union | 
member could collect vacation money was by staying | 
on a single ship for a whole year. The vacation plan | 
was instituted to make it possible for seafarers to get — 
vacation pay based on the number of days actually ° 
worked, regardless of the number of ships worked on | 
during the course of a year. 

In addition to vacation benefits, the newspaper re- | 
ports that, since they were instituted, other SIU wel- | 
fare benefits have paid out the following amounts: 


Hospital benefits) .i00 4 $1,400,000 
Death: benefits. eae ae 2,350,000 
Disability pension «0.0.0.0... 600,000 
Moatenmity (unica lia gee 675,000 
Fanubyihospitalues misao an 500,000 
Optical eg cue cranial ato 10,000 


Union Cites "Super Special Fringe Benefits" 


With tongue in cheek, the RWDSU Record states — 
that, although employees of bagel bakeries in New | 
York City are given two dozen bagels to take home / 
each working day, reports that similar giveaway plans — 
are being considered in such industries as auto and air- _ 
craft have “proven baseless.” A feature article in this 
publication of the Retail, Wholesale and Department 
Store Union, AFL-CIO, does, however, go on to list 
examples of what it considers “super-special” fringe 
benefits provided by unions in the United States and 
abroad, Some of the benefits have been negotiated; 
others have been instituted by unions independently. 

Among the more unusual benefits cited are: 

e Paid leave abroad. According to the Record, — 
staff members of a social agency organized by the 


*Reported in Management Record, September, 1958, p. 306. | 
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American Federation of State, County and Mu- 
nicipal Workers Union are granted twenty-five days 
paid leave plus a $100 travel allowance if they take 
a sabbatical leave for study abroad. 


e Divorces arranged. Members of a British Trans- 
port Workers local in Birmingham, England receive 
aid from union lawyers in bringing suit for divorce. 
The service is available only if the union member 
institutes the proceedings, and it is financed by 
members’ penny-a-week contributions. 


e Burial benefits. District 65 of the Retail, Whole- 
sale Union provides members with a funeral service 
arranged and paid for by the union’s security plan; 
the plan also pays grave-opening charges and pro- 
vides a burial plot in the union’s own cemetery. If 
the family prefers to make its own burial arrange- 
ments, a cash allowance of up to $280 is provided. 
Members of the union may also purchase burial plots 
and funeral services for their relatives at an equiva- 
lent cost, states the Record. 


e Five dollars for your birthday. A number of 


Stock Options 
(Continued from page 5) 


proposed the following amendment to the existing 
plan: 

“(1) that an option may be modified, with the consent 
of the optionee, to reduce the purchase price of common 
stock covered thereby to not less than 95% of the fair 
market value of the common stock on the date of such 
modification, provided that the following two conditions 
are met: 

“(a) the average fair market value of the common stock 

of the corporation for twelve months preceding the modi- 

fication is less than 80% of the fair market value of the 
common stock on the date of the original grant of the 
option; and 

“(b) the number of shares coveréd by the option is 

reduced by such amount, which shall not be less than 

10% of the number covered thereby immediately prior 
1) to the modification, as the board of directors shall de- 

termine. 

“(2) that the number of shares by which options may 
| be reduced in connection with modifications to lower the 
| option price shall become available for options to em- 
ployees who have not theretofore received options; and 

“(8) that for all purposes of the plan the fair market 
| value may be taken as the highest price at which the com- 
mon stock is traded on the New York Stock Exchange on 
the day on which such determination is made.” 


_ Since the proposal to seek ratification conditions the 
modification “with the consent of the optionee,” an 
‘}optionee may very well decide against a price modifi- 
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contracts now provide for birthdays off, but, says 
the Record, one local of the Painters Union has even 
written a birthday-gift clause into its contracts. 
Members not only get a paid day off but are also 
given $5 by their employer. 


More State AFL and CIO Mergers 


State labor organizations representing more than 
four million AFL-CIO members in four states, includ- 
ing three key industrial states, have completed merger 
arrangements, reports the AFL-CIO News. After pro- 
longed discussions, AFL and CIO groups in Idaho, 
New York, Massachusetts and California voted ap- 
proval of final merger agreements. This brings to forty- 
seven the number of state labor groups that have 
united since the merger of the AFL and CIO on the 
national level. Only two state labor groups remain to 
be merged: Pennsylvania and New Jersey. 


Marr P. DorBanpt 
Division of Personnel Administration 


cation at the expense of having his outstanding option 
reduced by 10% or more in the number of shares as 
indicated in (1) (b) above. On the other hand, the 
change favors the company and other eligible em- 
ployees who have not yet received an option under the 
plan. 

In support of its proposal, management apprised 
stockholders that the plan has been instrumental to 
date in attracting and holding qualified high-level em- 
ployees and in motivating them to put forth their best 
efforts in the interest of the company. Furthermore, 
stockholders are advised that if the plan is to achieve 
full effectiveness in the future, the amendment is 
necessary to permit reduction of stock option prices 
when they are substantially higher than current mar- 
ket prices for the prescribed period. 


NEW-GRANT APPROACH 


Even without a price modification provision in a 
plan the incentive feature can still be maintained 
through flexible pricing. Under certain circumstances, 
it is possible to issue subsequent grants that give op- 
tionees the advantage of a decline in security prices. A 
number of companies have plans with no provision for 
a termination date.1 This means that such plans can 
be kept active as long as stock is available for grants. 
If, in addition to no termination date, the plans pro- 
vide for short-term grants, there may be an oppor- 
tunity for lower stock option prices related to the fair 
market value on the date of subsequent grants. 

Typical of such plans is that adopted by a synthetic 


1Life of an option plan can be indefinite, but to qualify as “re- 
stricted” options the term of a grant may not exceed ten years. 
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fiber company on November 15, 1950. Thirty days 
after adoption, the company made grants for a total of 
43,125 shares of stock at a price of $48.40 per share. 
The bulk of the stock (41,625 shares) was given to 
five executives. An additional option for 1,250 shares 
at a price of $47.70 was granted to one of these five 
executives on December 3, 1952. And three of the re- 
maining four executives each received a second grant 
of 3,125 shares (total of 9,375) at a price of $28.60 on 
December 15, 1953. Options were also granted to other 
eligible employees on September 8, 1954 and August 
31, 1955 at prices of $29.20 and $46.20 per share, re- 
spectively. The company reports that it granted no 
options during 1956.1 

All grants dated December 15, 1950 were for a term 
of seven years. But the fluctuation in market prices 
between the dates of issue and expiration offered little 
incentive to executives to exercise their options. In 
fact, not a single one of the 43,125 shares covered in 
original grants was purchased by December 14, 1957, 
the expiration date. However, two days later, the 
company made grants covering a total of 46,375 shares 
of stock at a price of $27 per share. Here again, the 
bulk of the stock (43,875 shares) went to the five 
executives referred to above. Instead of making the 
expiration date the same for all grants, they were 
varied. In the case of the five executives, expiration 
dates were fixed as of July 1, 1960; December 1, 1961; 
February 1, 1962; April 1, 1963 and August 1, 1964, 
respectively. 

While this plan differs in provisions from that of the 
primary metals company plan mentioned previously, 
it achieves similar results. No doubt, a close examina- 
tion would show that many plans adopted by com- 
panies listed on the New York Stock Exchange provide 
for price reduction without going back to stockholders 
for approval of a price modification provision; rather, 
they probably make use of this new-grant approach. 


Other Approaches 


An instruments manufacturer follows a somewhat 
different practice in making new option grants. The 
option agreement permits the holder to “abandon” his 
right to purchase company stock. In its 1958 proxy, 
the company reports the following: 


“Under stock option plans heretofore approved by the 
stockholders, options covering the purchase of 75,000 
shares of the company may be granted to key personnel. 
Under the plans, such options are exercisable not later than 
ten years from the date of granting of the option at a price 
of not less than 85% of the fair market value on the date 
granted.... 

“The stock option committee on February 19, 1957 
granted options to purchase an aggregate of 12,800 shares 
at an option price of $31,825, the highest sale on the New 
York Stock Exchange on that date having been $33.50. 
These were renewals of options granted on July 5, 1955 to 


* Information and stock prices from company’s 1958 proxy. 


purchase shares at $43.81875, which optionees elected to 

abandon in accordance with a provision in the Internal 

Revenue Code of 1954, Section 421 (e) .” 

Another avenue open for new grants as replacements 
for old ones is the general reference to the code. For 
example, an electrical equipment company adopted a 
plan back in 1952 “in conformity with Section 130A of 
the 1950 Code.” Following the enactment of Section 
421 of the 1954 Code, stockholders were apprised 
that the option plan hereafter would be administered 
accordingly. In this way the company was in a posi- 
tion to take action to keep interest alive in options 


even though market prices slipped considerably during ~ 


1957. On December 19 of that year, new grants were 
issued to several executives covering 49,980 shares of 


common stock at $5.95 per share. This compares with — 


$21.78 per share in options granted on various dates 


during 1952, 1954 and 1955, and $18.88 per share in — 


1956 options. 
Nicuoxas L. A. Marruccr 
Division of Personnel Administration 


Executive Disability 
(Continued from page 13) 


larger, and another requires 5% of earnings. One plan 
has an unusually high corridor deductible, $500; and 
another, only $25. 

Company and executive share the premium for 
major medical insurance in all but three plans. In 
two of these, the company pays the entire cost; in the 
third, the executive pays it. 

Three companies continue supplemental major med- 
ical coverage after retirement. Two of these companies 
pay the full premium on reduced benefits. The other 
company requires continued contributions, but bene- 
fits are not reduced after retirement. 


Comprehensive Medical Insurance 


Seven of the companies in this pilot study have com- 
prehensive medical programs that cover executives. 
But none of these seven plans (all contributory) are 
exclusively designed for executives; three cover sal- 
aried employees and four cover all employees. 

These plans provide reimbursement for both major 
and minor medical expenses. The comprehensive plan 
draws no distinction between: base plan and major 
medical plan. Although all of the plans here apply the 
coinsurance and deductible features of supplemental 
major medical insurance to the expenses in each calen- 
dar year, two of them do not apply a “first-dollar” de- 
ductible to hospital bills. 


@ In one plan the first $500 of hospital bills and 80% 
of any excess is paid by the plan. For other medical ex- 
penses, the plan pays 80% after a deductible of $100. 
Maximum benefits are $5,000 per person. 


MANAGEMENT RECORD 


a NS a 3 


ee 


@ In the other plan, the first $300 of hospital bills and 
75% of any excess is paid by the plan. The plan also pays 
75% of other medical expenses after a deductible of $100. 
Maximum benefits are $5,000 per person. 


Two other plans exclude surgical charges as well as 


hospital bills from a “first-dollar” deductible. 


@ In one plan the first $500 of hospital bills and 90% 
of any excess is paid by the plan. All of the surgical charges 
are paid in full up to maximums set by a schedule; 75% 
of the excess also is paid. On all other expenses, 75% is 
paid after a deductible of $50. Maximum benefits are 
$10,000 per individual. 

e In the other plan the first $500 of hospital expense 
and 80% of any excess is paid. For surgical charges, 80% 
is paid with no deductible. For other expenses, 80% is 
paid after a $50 deductible. Maximum benefits are $15,000 
per person. 


In the remaining three plans there is some type of 


_ first-dollar deductible for all kinds of medical expenses. 


e In one plan, a $25 deductible is applied to hospital 

bills; the plan pays the next $225 and 80% of the excess. 
For other expenses, the plan pays 80% after a $50 de- 
ductible. Maximum benefits are $5,000 per person. 
- @ In one plan, a $25 deductible is applied to hospital- 
surgical expenses; the plan pays the next $475, and 85% 
of the excess. A $50 deductible is applied to other ex- 
penses, and the plan pays 75% of the excess. The maxi- 
mum is $20,000 per person. 

e In one plan, a $50 deductible is applied each year re- 
gardless of the type of expense. The plan pays 80% of 
the remaining nonhospital expenses. For hospital bills, the 
plan pays the next $300, and 80% of the excess. The 
maximum is $10,000 per person. 


Four of the plans continue the coverage beyond re- 


| tirement, but the maximum is reduced. Two com- 


panies pay the full premium on this coverage; the 


| other two pay one-half the cost. 


EXECUTIVE HEALTH PROGRAMS 


In addition to providing income in lieu of salaries 
during disability, and special income to help meet 


_ medical bills, many companies use executive health 
_ programs as at least a step in the direction of pre- 


ventative medical care. The forty pilot study com- 


| panies were asked whether executives were covered 


by a “periodic physical check-up program.” All but 


| seven companies said “yes.”1 


In all but three of these thirty-three companies, the 
check-up is an annual affair. In the three companies, 


| the frequency of examination depends primarily on the 
| executive’s age. In one company, executives under age 


forty-five receive a check-up every three years, but 


| executives over forty-five are examined every other 
| year. In another company, executives under forty re- 


ceive a physical exam every two years; those forty- 


| forty-nine get the exam every eighteen months, but 


after age fifty the exam is yearly. Similarly, in the 
1For a detailed study of these programs, see “Company Health 


Programs for Executives,” Studies in Personnel Policy, No. 147. 
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third company, executives over fifty receive an annual 
examination, but those forty-forty-nine are examined 
every two years and those under forty, every three 
years. 

In only one company does the executive pay any of 
the costs of the examination. In this firm, if the bill 
runs over $50, the executive must pay the excess. 

The cost of the examination to the thirty-two com- 
panies that pay the entire bill varies from $7.25 in one 
company to $450 in another. (Five of the companies 
did not provide a cost estimate because the examina- 
tions are part of the routine work of the company 
medical department. On the other hand, three com- 
panies stated that their estimate was based on medical 
department examinations.) Fourteen of the twenty- 
seven companies that quoted a cost figure said that it 
was less than $100 per executive on the average—$75- 
$85 in five companies; $40-$50 in five; $25-$35 in three, 
and $7.25 in one company. The thirteen companies 
with a cost of $100 or more were more or less evenly 
divided among the following figures: $100, $125, $150, 
$160, $180, $250, $300 and $450. 

In seven companies, whether or not an executive is 
allowed to participate in the program depends on his 
salary. In one company, only the executives earning 
$20,000 or more are covered by the program; in three 
companies the minimum salary is $18,000, $15,000 and 
$12,000, respectively; in the other three, anyone earn- 
ing $10,000 or more is eligible for the executive health 
program. 

In three companies executives receive an annual 
check-up as part of a program covering all employees, 
or, in one case, all office employees. But in the other 
twenty-one companies, the annual check-up is limited 
to managerial employees at varying levels of the or- 
ganization. At one extreme are two companies that 
have a program for officers of the company only and 
seven others that allow only “top” management to par- 
ticipate. At the other extreme, is a company that pro- 
vides examinations for all managers above the rank of 
assistant supervisor. The other eleven companies have 
programs designed for executives at or above the de- 
partment or division head level, although in two of 
these companies the division chief can select key em- 
ployees among his subordinates as well. 

None of the companies indicated that wives of ex- 
ecutives could participate in the program. 

Many of these executive health programs are quite 
recent innovations. Nine of the twenty-nine companies 
that provided information said that their program had 
been in effect for three years or less. Another dozen 
companies indicated that their program started be- 
tween five and ten years ago. At the other extreme, 
three companies have had the program for twenty 
years, one for fifteen years and four for ten years. 


Haruanp Fox 
Division of Personnel Administration 


Significant Labor Statistics 


Item 


Consumer Price Indexes 
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Wransportation f.uc2e 2) see ee ee 1953 = 100 112.8 A .8] 109.1 9 
SS/ LEYS Ly EC DENI Mee MIO tare tn te Py 1953 = 100 111.0 Pal -O; 109.8 a2 
Purchasing value of dollar........... 1953 dollars 92.8 0 -l] 93.0 8 

All Tems(BiS) (ye eae ee eae 1947-1949 = 100 123.9 avs Oy Peay: By 

Employment Status! 

Civilian labor force... 1.......--.-... thousands 

Pmpla ved ipl ed TRO athe Waly Ae thousands 

PARTIGULE Te eM cel a ylang ts thousands 

Nonagricultural industries........... thousands 

Wier ployed saan! ONG my lene thousands 
Wage Earners? 3 

Employees in nonagr’l establishm’nts. . . thousands 
Manufacturing ie et SE Re aie thousands 
Minin awe cea p kam ecin Ulva suev a tae thousands 
Construction ia aie wal GN sie thousands 
Transportation and public utilities... . thousands 
ff big2is (oyun dy ARAN MR AD niet eer eM eeriar ey NI thousands 
Aina ce by fre acted Ane CVA ee ern thousands 
DPEVICE? Aut aia iene ate eine tee thousands 
Govertimenty) 1) 0 ne) oe ee thousands 

Production and related workers in mfg. 

employment 
A manufacturing: je JUNE Lk thousands 
Durmablenn (pebeaved oii Piva sedges thousands 
Nondurable on.) (ane gh ail eeee Uasae thousands 

Average weekly hours 
All manufacturing)... 6). 2 0.000002. number 

Duraiole Me ub ial itcoa as veer Bh number 
Nondurable veniiy. senate. tien number 

Average hourly earnings 

All manufacturing dollars 
Doma ble yy aU a vent snot ta ie dollars 
Nondurable yt he NGA tej Anbnon dollars 

Average weekly earnings 

All manufacturing 8). oe dollars 
DD prmaibyte oie, UN sae doe eek a re dollars 
Nondurable /.ost sh ele se a Nie dollars 

Straight time hourly earnings (estimated) 

All manufacturing. 000/20.) oe dollars 
Durables on ee ey se fanaa ete dollars 
Nondurable sich neni sa 0 es Vi dollars 

Turnover Rates in Manufacturing? - 

Separations oe soi 0t Ue) Meenas per 100 employees any 3.9 
(ETT Dyarel AROMA Cee PMc) VO EY per 100 employees 0.8 1.2 
Discharges hive gi ke wag iN Orman per 100 employees 0.2 0.2 
Lay oriss eee sea ci har ON enS nn nL Onn per 100 employees 1.6 1.6 

Meacessions hth yee” NARs per 100 employees 2.7 3.6 

1 Bureau of the Census. Beginning with January, 1957, employment status figures quarter 1955 benchmark levels. The benchmark level is the total count of workers 

reflect saehey modified definitions of employment and unemployment. covered in each industry, and in this instance the data were received from government 

2 Bureau of Labor Statistics social insurance programs. The adjustment affects all figures since February, 1956. 

3 The BLS has adjusted its nonfarm employment and hours and earnings series to first p Preliminary. r Revised. 
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Economic State of the Union—This is a transcript of a speech reviewing business 
and finance in 1958, made by Martin R. Gainsbrugh, The Conference Board’s 
chief economist, on the Columbia Broadcasting System network television 
presentation, ‘““The Year Gone By,’’ on December 28, 1958. 


Secial Security Costs Up—Increased social security deductions from the payroll 
are a result of the 1958 benefit liberalizations in the old-age, survivors’, and 
disability insurance program. They are also needed to correct the operating 
deficit that developed under the old law. The article reports on the reasons 
for the deficit and analyzes the provisions and implications of the new 
legislation. 


Spotlight on the Canadian Consumer—This article analyzes the direction of con- 
sumer expenditure, the increased outlays for items in the consumer’s budget, 
and the expectations for a growing demand for all groups of consumption 

>~~~goods- and services. 


Aspects of Postwar Population Growth—’’Population growth has been one of the 
important influences affecting United States business conditions in the post- 
war period.’’ Here is an analysis of the changing factors responsible for the 
population boom. 


Company Real Estate Administration Fragmented—Real estate management means 
different things to different types of companies. This monthly survey of busi- 
ness experience and opinion analyzes those companies having separate real 
estate units and those that disperse the duties among two or more execu- 
tives or organization units. The nature of the aid given to employees with 
real estate problems is also described. 
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